; ren ee 
~ Annual Report — 1943 
IOWA PUBLIC SERVICE COMPANY 


Sioux City, Iowa, March 17, 1944. 


To the Securityholders of 


Iowa Public Service Company: 


The income account of your Company for the year 1943 compared to 1942, and the balance 
sheet as of December 31, 1943, are submitted herewith. 


A review of operating results for the year 1943 shows a gain over 1942 of $236,175.28 in oper- 
ating revenues. Total operating expenses and taxes, on the other hand, increased $394,027.57 with 
the result that the Company’s net earnings from operations in 1943 fell $157,852.29 below the 
1942 level. Analysis of the separate items which go to make up the total of operating expenses 
and taxes, however, discloses the fact that operation, maintenance and depreciation costs amounted 
to $3,687,758.54 in 1943, or 59.86% of the year’s operating revenues. In 1942 the corresponding 
items totaled $3,507,397.13, or 59.21% of operating revenues. Despite the handican of increased 
labor costs and higher prices for many major items of materials and supplies, therefore, the man- 
agement was successful in holding down the total of all those expense items which are subject to 
any degree of controi, to a negligible increase over 1942. 


It is the income tax situation, of course, which has nullified and reversed the improvement in 
earnings which your Company could otherwise report. The actual accrual for income taxes, includ- 
ing excess profits taxes, was $566,273.35 for 1943—an increase of $168,448.35 over 1942, when 
carry-over credits from the 1939 refunding operation exempted the Company from any excess pro- 
fits tax. But this is not the entire story of the income tax burden. You will note that the income 
statement for 1943 includes a charge of $47,068.22 in lieu of additional Federal income and excess 
profits tax. This is the additional amount of tax which would have been payable on the taxable in- 
come of 1943 except for the fact that the Company called its entire issue of $908,500 principal 
amount of debenture 6s for redemption on November 1st which enables the Company to deduct from 
its 1943 taxable income the premium it paid on the debentures so redeemed and the unamortized 
amount of debt discount and expense standing on its books, and applicable to the debentures, at 
the date of redemption. 


The extent of the income tax burden has been emphasized for the sole purpose of clarifying 
the operating results for the past year and not iniany spirit of complaint or criticism. Your officers 
recognize that our country is engaged in the gravest, most costly war in all history, and appreciate 
that all must share heavily in providing the requisite tax revenues to carry on that struggle. 


On the financial side, the retirement of the 6% debentures has already been mentioned. In connec- 
tion with that redemption the Company negotiated a six-month bank loan of $500,000 at 2% inter- 
est. It is anticipated at this time that the loan can be substantially reduced or entirely liquidated at 
its maturity next month. The sinking fund established for the first mortgage 334% bonds became 
operative in 1943 and retired $135,000 principal amount of those bonds. Application of funds de- 
rived from sale of electric distribution properties at Graettinger, Iowa ($16,250) and from release 
of other miscellaneous pieces of property from the lien of the first mortgage indenture retired 
$22,000 additional bonds of that issue in 1943. 


No major additions or extensions to the Company’s properties were constructed during 1943. 
Gross capital expenditures for the year, in fact, totalled only $312,686.18, because of war-time re- 
strictions on all except the most urgently needed new facilities. The demand for such facilities, of 
course, is cumulative and the Company must husband its resources to be in a position to provide 
adequate additional service in the amount and of the quality which its customers will require at the 
end of the war. This is one of our primary obligations as a public servant. 


Dividends on the common stock at the rate of ten cents per share quarterly, inaugurated in 
1942, have been continued regularly since that time. 


Nebraska Public Service Company, our subsidiary which supplies gas in three communities 
of Nebraska, is omitted from the appended financial statements and table of operating statistics 
because of its small size. In 1943 it produced operating revenues of $46,278.14 and a net income 
of $10,961.58. It paid $6,900.00 in dividends to your Company during the year. 


Shortage of man-power continues to throw an added burden upon the remainder of our per- 
sonnel. For the patience and loyalty with which the men and women of Iowa Public Service 
Company have assumed and faithfully discharged many additional duties, your officers wish to 
take this occasion of publicly expressing their deep appreciation. 


Respectfully submitted, 


G. A. NEAL, President 
R. P. Stevens, Chairman 


ed 


IOWA PUBLIC SERVICE COMPANY 


To THE Boarp of DrreEcrors, 
Iowa Pusiic SERVICE COMPANY: 


We have examined the balance sheet of Iowa Public Service Company (a Delaware corporation) as of 
December 31, 1943, and the statements of income and surplus for the year then ended, have reviewed the 
system of internal control and the accounting procedures of the Company and, without making a detailed 
audit of the transactions, have examined or tested accounting records of the Company and other supporting 
evidence, by methods and to the extent we deemed appropriate. Our examination was made in accordance 
with generally accepted auditing standards applicable in the circumstances and included all procedures 
which we considered necessary. 

As of January 1, 1943 the Company charged earned surplus with the unamortized balance of debt dis- 
count and expense applicable to refunded issues. Except for this change, with which we concur, the ac- 
counting policies followed in 1943 were consistent with the preceding year. 

As indicated in Note 1 to the balance sheet the Company has not determined the cost (on a cash 
equivalent basis) of its utility plant, nor the disposition of the excess of the amount at which utility plant 
is recorded over such cost. 

Except for the effect on the balance sheet of the matters mentioned in the preceding paragraph, in 
our opinion, the accompanying balance sheet and related statements of income and surplus present fairly 
the position of Iowa Public Service Company at December 31, 1943, and the results of its operations for 
the year ended that date, in conformity with generally accepted accounting principles, 


New York, N. Y., ARTHUR ANDERSEN & CO. 
February 17, 1944. 
(Released March 7, 1944) 


STATEMENT OF INCOME FOR YEARS ENDED DECEMBER 31 


(Subsidiary company not consolidated herein) 


OPERATING REVENUES: 1943 1942 
ELEC tri GS ois Jc ci acre oes wearer oie chara onttaie ons a tepestretbaata ee tiene Gleacter sean Maton ee eters cteaes $4,812,625.80 $4,672,647.39 
GAS) ces Be bog Di aOee aa ere olclcadiv alt ore heterosis Setanta nie ike GEe rere one ei aati 1,220,452.19 1,131,595.08 
Steam, waters'and “iCest.c)sicrcthes sree Risks oe iene aes eee rect shat tenes crepe tereeetats 127,139.67 119,799.91 

Total operating: revenues) 52. cus ose nels oe ee ait Ree ee $6,160,217.66 $5,924,042.38 


OPERATING EXPENSES AND TAXES: 
Operation (including power purchased from parent company of $405,553.33 


in 1943 and\$383;520:63' inv1942)1 fee wee tenet eeioe eerie $2,679,050.95  $2,517,754.90 
Maintenance gis. qssivis.seccee ogee eit ria eleucuerela, foereredennictareucrehets sfelster ote ileum ators 301,148.11 303,239.11 
Provision for depreciation 4@.cscoccones neater One eit eee ete 707,559.48 686,403.12 
General taxes o.0i5 Goce ec ages sss cceeteh ese ase Ane m toaty seein eos 554,072.02 555,922.43 


Provision for estimated Federal and state income taxes (including 
$334,441.93 in 1943 for Federal excess profits tax, after deducting post- 


war retund of $37,160:2)))—see Note lian. on ees ee erie ee one eee 566,273.35 397,825.00 
Charge in lieu of additional Federal income and excess profits tax (see 
Note 2) indie dale n deme a icici Gita Cine taekee ee Re eae Un eee 47,068.22 — 
‘Lotal/operatine) expensesvandutaxesmenas ue eer oe een $4,855,172.13  $4,461,144.56 
Net earnings from ioperationsmesen.cescoccinee creer ets $1,305,045.53  $1,462,897.82 
OruER IncomME—NEt (Including dividends from parent company of $21,718.35 
in) 1943‘andi $17,034.00 in? 1942) oh en geek eek ae ete ee eee eee 34,542.03 23,812.24 
Net: earnings oo tes c.cscsitesc.uwh eee Sauk cs coi eariea aa ert eer eee $1,339,587.56  $1,486,710.06 
INTEREST CHARGES: 
Interest on long-term debt) acic.c.e ees e tee cece iotore ror ciate eierae rece ere ees $ 650,036.65  $ 661,080.83 


Amortization of debt discount and expense (including $44,285.76 in 1942 
applicable to refunded issues, the balance of which was written off to 


earned, surplus7as (of -Jantiary.21, 91943) pees eran eean ee eee ere 13,054.86 57,669.60 
Interestion unfunded ‘debt-2- teense eee eee eee eee eee 9,857.62 11,221.49 
$ 672,949.13 $ 729,971.92 

Less—Interest charged to’ construction .o....00-..s.00«ecrcensesnesenener 3,437.96 10,801.46 
Total interest. .chargesa. incline fe cine ieortin em ra ence ene $ 669,511.17. $ 719,170.46 

Net, income, (séesNote 1) "5... asec ui tree ee ees $ 670,076.39 $ 767,539.60 


NortEs : 
(1) Had the Company not had the benefit in 1942 of an excess profits credit carry-over from the preceding year, the aggre- 
gate Federal income tax provision for 1942 would have been approximately $190,000 greater. 
(2) This charge represents a portion of the premium and debt discount and expense applicable to the 6% debentures called 
for retirement during the year in an amount equivalent to the reduction in Federal income and excess profits taxes 
resulting from deducting such costs for tax purposes. 


SUMMARY OF EARNED SURPLUS FOR THE YEAR ENDED DECEMBER 31, 1943 


(Subsidiary company not consolidated herein) 
Earned Surplus 


Not Available 
or Uas 
Dividends Under 
Indenture 
Not Restricted Securing First 
Total By Indenture Mortgage Bonds 
Balances. Detembers3 1551942 eee ace eae ee $1,742,784.57 $1,630,352.51 $112,432.06 
Add: 
Net income, per statement of income .............----- $ 670,076.39 $ 670,076.39 $ — 
Less—Dividends— 
Hirst preterred estockcmee:; roo eee or eee ener $ 247,556.80 $ 247,556.80 $ a 
Second preferredsstockowian anne eee eee 87,346.00 87,346.00 —_ 
‘Common stock “eee ene ee eee 164,800.00 164,800.00 —_ 
-Lotalddividends auaccccnee soo tace ee om ee $ 499,702.80 $ 499,702.80 $ —_— 
$ 170,373.59 $ 170,373.59 $ 
$1,913,158.16 $1,800,726.10 $112,432.06 
Deduct: 


Write-off, as authorized by Board of Directors, of balance 

as of January 1, 1943 of debt discount and expense 

applicable to refunded issued 25 asieon oes «ste eects $ 656,205.85 $ 543,773.79 $112,432.06 
Premium on long-term debt called for redemption plus 

debt discount and expense applicable thereto less por- 

tion ($47,068.22) reflected in statement of income (see 

Note 2 to statement, of income) e..cne 0s anise ee 21,080.92 21,080.92 — 
Write-off of worthless? security) 2. 2.0 tie see eee 999.00 . 999.00 — 


$ 678,285.77 $ 565,853.71 $112,432.06 
Balance, December 31, 1943 (see Note 3 to balance sheet).. -$1,234,872.39 $1,234,872.39 $ —- 


1945 


IOWA PUBLIC SERVICE COMPANY 


(Subsidiary company not consolidated herein) 


BALANCE SHEET — DECEMBER 31, 1943 


Assets 
MRT RAAT COLE UNOLO Jig .5, ep eo) oe ene hemo ata ccna $32,795,038.19 
INVESTMENTS—At cost, less reserve (see Note 2) : 
Common stock of subsidiary company (100% ownership) ................ $ 137,432.06 
Common stock of parent company, less reserve of $707,729.83 (14.32% 
AL? rama AN cgi rihe Statcete Rae ee) Ae etm Feng Anh IRR mR gi 425,850.00 
Beso eae Os etnr see eh aN) aa Re lig Mele Bu aig gt) te ea 14,566.95 577,849.01 
Ser RM CORES ay tare A rgd a A AS Oe RB woke hs lon cd, 11,517.50 
CurRENT ASSETS: 
Me ah Me hak als ees dr Mo stowed A sO DB iee dle shns 1,528,860.43 
fees Government sectrities, ‘at Cost, fis. usc. re vede onda sus gotcecs on éveers : "319,210.30 
Accounts receivable, less reserve of $61,190.21 ..........ccecceeececeeeeee 473,355.89 
Materials anidesupplies,spriced atpaveraze COSti | smc le ss. oalh nel. enol. 300,714.28 
ORT SULANICD SOLOY tars 8 tae cE A cteisida adv lceiaichol nejen mune pho 2 64 wins 32,486.74 2,654,627.64 
Post-War REFUND OF FEDERAL EXCESS PROFITS TAX.......00.0-c0ccecceccccueee ee ee 37,160.21 
DEFERRED CHARGES: 
Debt discount and expense in process of amortization .................-. $ 288,292.68 
LYSE WCET Ein 0G recs eer tes eS eee et eR eo 82,308.69 370,601.37 
$36,446,793.92 
Liabilities 
Capita Stock: 
Bes. stock, cumulative, no par value (liquidation value $100 per 
share)— 
First preferred stock, authorized 100,000 shares— ; 
at first preferred stock, issued and outstanding 20,453 shares.... $ 2,032,246.38 
6.50 first preferred stock, issued and outstanding 3,577 shares.... 357,700.00 
$7.00 first preferred stock, issued and outstanding 14,512 shares.... 1,451,200.00 


$ 3,841,146.38 
$7.00 second preferred stock— 


Anthorizedsand olltstanding 12,478 shares ..........0.c00seeeessen. 1,247,800.00 
Common stock, $15 par value— 
Authorized 500,000 shares—issued and outstanding 412,000 shares....... 6,180,000.00 $11,268,946.38 


Lonc-Term Dest: 


First mortgage bonds, 334% series, due August 1, 1969 (sinking fund 
RECMICEMEN MOL PL42,260,00 in 1944): 6 oo cca wc cee eee e neces ee cian eee ste $14,093,000.00 
Gold debenture bonds, 5% series, due March 1, 1968 .............0000005 1,442,000.00 15,535,000.00 


Current Liapimitigs (Exclusive of sinking fund requirements included in long- 
term debt above) : 


INotempayableat Oe Danlcwe sre castro (istic cue tetaleie sishey sisters ielare. eseyoterere licvn G Senet $ 500,000.00 
INGCOUTIESHD AV ADC mete ote cite orattye a ie.cioleisie. orate ao ate sucians! aia: sTorctacercla wice'evetietacsloniye:s 97,471.17 
Avecerued interestvom long-term debt... ae. snes jusmengs nc cases eeu ae 244,236.47 
PNECTUCUEPENErAl LAKES ae tira ehiereis trois cusier= ereierere ste suerte ce ons sieves els ial eps 467,597.66 
Federal and state income and Federal excess profits taxes ............. 627,730.74 
Customers’ security deposits and interest thereon ..................0-- 168,360.67 
Preferred ($83,725.70) and common dividends payable ................. 124,925.70 
CASA TLIC TS Secon No ec a SD 32,652.11  2,262,974.52 
SP MIRIIU TRE. PLES te hee, eon ae nc oes eae ne Ae vce calns SHOU Nee ss Ee Oe 25,189.19 
RESERVES : 
Depreciation (see Note 1)—includes $1,500,000.00 appropriated from capital 
e roing Ort eka ORG COIR BET En ene ne enon ane ere $ 4,493,366.79 
Property, and other/adjustments (see Note 1) ..-.. 02-005 «scm sences csncae 1,409,855.63 
Exayerrveswamedt da tiawe sien girs tered ote storcaol ce sual tok iar toratioly at eccsstebirsianas steve of v-a-aiGy ste (ats 104,871.39 29 
Riicrellane Osment te er ce Pee lr SS ee OR oa 11,330.48 6,019,424.2! 
ee te ret 1a Oe Co wera GOON, (AO. fas: Gh dook eas Mes 100,387.15 
PEROT SEERE COrl Set N GLE 3) oct oe cin tas ac nicest ein De se ea ee 1,234,872.39 
$36,446,793.92 
Norszs: 


a . ; * treti i basis of stated value 
(1) Utility plant is stated at amounts recorded for properties acquired as entireties (determined on_the ba ane 

of securities issued, cash paid, liabilities assumed, and in the case of an important acquisition, Retermnet by the amo 

carried on the books of the predecessor owners) plus subsequent additions at cost, less retirements. 


The system of accounts adopted by the Company requires that fixed capital shall be reclassified so o to second fa =e 
cost of property when first devoted to public service and that the difference between such ee eons ak Serpe eee: 
at which such property is carried shall be segregated in separate fixed capital accounts and shal th se aived inform- 
tized or otherwise disposed of. The Company is now engaged in an, original cost study to seNaereoa the De toient vasardad 
ation. Based on the most recent information now being developed by this study, it is estimated t - coe a erpatmately 
for purchased properties exceeded original cost of such properties by approximately $6,700,000 o ar er honecuuli teeen 
$771,000 represents the excess of cost of investments (believed to have been acquired from poet i Covaaa the entire 
the underlying book values thereof at date of acquisition. Information is not available at this time to de a Dihee nna 
amount of this excess which has been charged off through retirements. The Reserve for Property an aes seaticd ee 
ments, which is currently being provided against approximately $3,200,000 of the above excess, of eae y 1943 
intangibles, at the rate of approximately $65,000 per year, has a balance of $1,409,856 as of annie a pears & 

Upon completion of its reclassification of utility plant the Company intends to make a determination of 1 
for the annual provision and reserve for depreciation. Pending completion of this study, the ate Palace 
in its opinion, the annual provision and reserve for depreciation, as related to original cost of w ity p , 
reasonable estimates of the requirements for such purposes. Reteop 

(2) The net amounts at which investments are stated in the balance sheet do not purport to represent present marke 
realizable values. r 

(3) An order of the Securities and Exchange Commission issued in connection with the issuance of the First Mortgage Bonds 
restricts surplus as to payment of dividends on common stock to the extent of an amount equal to 20% of gross oper- 
ating revenues, as defined, since August 1, 1939, less maintenance and repairs, provision for depreciation, debt retire- 
ment, ete. The total of such deductions from date of this restriction to December 31, 1943 has exceeded the 20% re- 
quirement and earned surplus accumulated since August 1, 1939 aggregates $598,117.35. 


IOWA PUBLIC SERVICE COMPANY 


(Subsidiary company not consolidated 


herein) 


OPERATING STATISTICS 


ELECTRIC DEPARTMENT 1943 1942 
Meters-in Service «i. (ponent ee eee aan 72,085 72,068 
Electric, Sales —K-W. blame eee 158,932,969 147,575,228 
Number of Generating Stations ............ 20 20 
Generating Capacity—K.W. ............... 47,168 47,168 
Distribution Lines—Miles of wire ......... 4,577 4,574 
Transmission Lines—Miles of 3-wire circuit 3,437 3,408 

GAS DEPARTMENT : 

Meters in" Service Uaccrame ec teint ects 24,303 23,944 
Manufactured Gas Sales—M c.f. .........-- 1,120,736.2 910,501.0 
NatiiraliGas Sales—— Mc tag: ae eee eee 508,252.9 509,911.6 
Nimber of GassHoldess se. ees eee 27 27, 
Capacity of Gas Holders—M c.f. .......... 1,549 1,549 
Gas (Mains——Milesm1 cere ern eee SSh4 353.2 

HEATING DEPARTMENT 
Steam Sales—M pounds .......:.....::..- 78,404.6 68,130.0 
Hot Water Sales—sq. ft. of radiation...... 1,347,886 1,357,366 


Not#: The foregoing includes manufactured gas service in Charles City since Jan. 1, 194 


1941 1940 1939 
73,704 71,562 69,223 
146,194,101 137,090,856 120,018,524 
20 20 21 
47,168 45,918 45,347 
4,516 4,489 4,361 
3,401 3,352 3,297 
22,249 21,039 18,366 
803,740.3 690,493.7 603,706.0 
403,207.9 317,388.3 216,669.9 
21 21 a7. 
1,497 1,497 1,037 
31325 343.7 299.8 
50,544.5 53,982.2 41,566.6 
1,378,388 1,404,575 1,409,556 


0 and in Independence since Jan. 1, 1942; includes 


natural gas service in Sergeant Bluff and Sutherland since 1940, and in Le Mars since Jan. 1, 1942. 
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Annual Report — 1942 
IOWA PUBLIC SERVICE COMPANY 


Sroux City, Iowa, March 19, 1943. 


To the Securityholders of 


Iowa Pusriic SERVICE CoMPANY: 


The income account of your Company for the year 1942 compared to 1941, and the balance 
sheet as of December 31, 1942, are submitted herewith. 


Under all the attendant circumstances which prevailed during 1942, the results of your Com- 
pany’s operations for the year are reasonably satisfactory. In the face of several adverse factors 
the Company met the service demands of its territory and recorded a small gain of $208,357.59 in 
operating revenues. While it is true that this gain was more than absorbed in increased operating 
costs and income taxes, the final balance of net income for 1942 is within 1% of that reported 
for 1941. 


In the three years preceding 1942 your Company experienced steady and substantial growth 
of its electric business. In 1942, however, the electric department shows only nominal gains in 
operating revenues and kilowatt-hour sales of energy, and a net decline of 1,636 in the number of 
meters in service. Two factors primarily account for these results. In the first place the normal 
output of farm machinery in Waterloo and Charles City, the two principal industrial communities 
of your Company’s territory, has been curtailed by the restrictions on the use of metals in pro 
duction for civilian use. It was anticipated that the productive capacity so released in the manu- 
facturing plants involved would be quickly absorbed by war production. Thus far, however, these 
expectations of converting the capacity of existing plants to war production have been only par- 
tially realized, nor has there been any construction of sizable new plants intended for war pro- 
duction purposes in the Company’s territory. In addition, the draft of man-power into the armed 
services and migration of workers to active war production centers, appear to have made appreci- 
able inroads on the population of the area which your Company serves. On the other hand, agri- 
cultural conditions through the Company’s territory were decidedly favorable, with the result that 
the former steady upward trend of our rural business, which now represents about 10% of the 
electric department revenues, continued unchecked. 


The gas department, in apparent contradiction of the general trend of the electric department, 


__ established new high records in the number of customers served, in volume of gas sold and in 


operating revenues. It should be borne in mind, however, that the gas properties in Le Mars and 
Independence were purchased on December 31, 1941 and operated by your Company throughout 
the year 1942. The addition of these two towns to our gas department accounts for 1,649 out of 
the year’s increase of 1,695 meters in service; 99,468 M c.f. out of the total increase of 213,464 
M c.f. in gas sold, and $80,375 of the $166,382 increase in gas department operating revenues. 


You will note that costs of operation in 1942 increased by $151,435.19 to $2,517,754.90. This 
in itself is not materially out of line with the gain in operating revenues, but only partially reflects 
the increases in such important factors as wages, fuel and material costs which became effective from 
time to time throughout the year —a natural trend which may be retarded but which in all prob- 
ability can neither be reversed nor even wholely stopped. It may be noted also that the provision of 
$397,825.00 for income taxes in 1942 is out of proportion to any increase in profits and reflects 
principally the effect of the new rates established in the Federal Revenue Act of 1942. 


Expenditures for new facilities during 1942 fell considerably below budget estimates because 
of the difficulty of obtaining delivery of materials. Nevertheless the two major items on the 1942 
construction program — the new high pressure boiler, rated at 120,000 pounds of steam per hour, 
for Maynard (formerly Lafayette Street) Power Station at Waterloo, and the smaller high pres- 
sure boiler, rated at 50,000 pounds of steam per hour, for the Charles City power plant — were 
recently completed after many delays. 


On the financial side your Company retired its bank loan of $350,000 on May 29, 1942. With 
this item of floating debt out of the way and the Company’s working capital position greatly im- 
proved, your Directors felt a modest program of common dividends could be inaugurated. They 
accordingly declared a dividend of ten cents per share payable on July 1, 1942. Like distributions 
were subsequently paid on October 1, 1942 and January 1, 1943. 


No dependable forecast of 1943 operations has been possible up to this time as the elements 
of uncertainty are numerous. If fundamental conditions which influenced 1942 operating results 
remain unchanged, operating expenses and taxes can be expected to continue on the uptrend. The 
direction and extent of the possible changes in sales volume and operating revenues, however, are 
entirely unpredictable. 


Like most other businesses not directly engaged in production of war material, your Company 
has been obliged to operate with a gradually shrinking personnel. To the loyal men and women of 
Iowa Public Service Company who have labored so faithfully to maintain our standards of public 
service in the face of this shortage of man-power, your officers wish to extend their sincere thanks. 


Respectfully submitted, 


G. A. NEAL, President 
R. P. Stevens, Chairman 


IOWA PUBLIC SERVICE COMPANY 


To THE Boarp oF DIRECTors, 
Iowa Pusiic SERVICE COMPANY: 


We have examined the balance sheet of Iowa Pusiic Service Company (a Delaware corpora- 
tion) as of December 31, 1942, and the statements of income and surplus for the year then ended, 
have reviewed the system of internal control and the accounting procedures of the Company and, 
without making a detailed audit of the transactions, have examined or tested accounting records of 
the Company and other supporting evidence, by methods and to the extent we deemed appropriate. 
Our examination was made in accordance with generally accepted auditing standards applicable in 
the circumstances and included all procedures which we considered necessary. 

As indicated in Note 1 to the balance sheet, the accompanying financial statements are subject 
to stich adjustments as may be required in connection with the disposition of the excess of recorded 
cost over original cost of utility plant and to the adequacy of the current provision and reserve 
for depreciation. 


Except for reservations expressed in the preceding paragraph, in our opinion, the accompany- 
ing balance sheet and related statements of income and surplus present fairly the position of Iowa 
Public Service Company at December 31, 1942, and the results of its operations for the year ended 
that date, in conformity with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


New York, N. Y., ARTHUR ANDERSEN & CO. 
February 27, 1943. 
(Released March 15, 1943) 


STATEMENT OF INCOME FOR YEARS ENDED DECEMBER 31 


(Subsidiary company not consolidated herein) 


OPERATING REVENUES: 1942 1941 
Electric pass 3 tees stan eet dad aces Oe eee ie. ee oe ere $4,672,647.39  $4,637,901.94 
Gras ibis ehace opin ahelerayorttabencbe ch inuacn shearer hres sc site et nee cee Tero eo Ee 1,131,595.08 965,212.71 
Steam, iwater and ice. cc. sua cameras ute eee el miottiain tee Ree Geer 119,799.91 112,570.14 

Total “operating <reventtes Wc, ewe eee ee ee eee eee $5,924,042.38  $5,715,684.79 


OPERATING EXPENSES AND TAXES: 
Operation (including power purchased from parent company of 


$383,520.63; in’ 1942, and?$362,282!184in. 1941) a ase eerie aes $2,517,754.90  $2,366,319.71 
Maintenance) 4:5. ga otpire’s oasis olmes aeas 6: shoratnye Sete Cite elie cick aeons eee 303,239.11 305,093.60 
Provision for depreciation (see Note 1 and auditors’ certificate) ........ 686,403.12 672,442.68 
General taxes Sos re ee Pees en ene eee eens eat ee Tare 555,922.43 570,425.80 
Federal and state income taxes (no excess profits tax payable—see Note 3) 397,825.00 233,369.46 
Charge in lieu of Federal income tax (see Note 2) ...........se0eeeeee — 86,119.12 
Lotal operating expenses aiid’ taxes isa, jae ane eric erie $4,461,144.56 $4,233,770.37 
Netsearmingss from, operations saree oo meee eee Ene eee $1,462,897.82 $1,481,914.42 
OrHER INcomME—NE? (Including dividends from parent company of $17,034.00 
int: 1942-and: $18;/37.40'ii 194 Les, «2 ee eect ee ree eee ee 23,812.24 22,507.13 
Net earning sy. cctyatecdeccrs sists os, Oca mat cel tex get aire oes ene eee $1,486,710.06 $1,504,421.55 
INTEREST CHARGES: 
Interést on long-term debtin o..c aes tle tee eo te Ste ete dette cites $ 661,080.83 $ 661,215.00 
Amortization of debt discount and expense (including $44,285.76 in 1942 
and $45,329.03 in 1941 applicable to refunded issues) .............-.- 57,669.60 58,712.87 
Intérestion unfunded debtact vies ess ee eee Ce ere 11,221.49 15,053.64 
$ 729,971.92 $ 734,981.51 
Less—Interest charged’ to constriction 4.6 eae oe ee cies ane 10,801.46 5,118.41 
Total ‘interest ichargesitank As Wels ee se ce ate cr ee ees Ee cae $ 719,170.46 $ 729,863.10 
Net sincomie® $695. oem caneinkis cto aieiac acca peter Renee ene $ 767,539.60 $ 774,558.45 
NortsEs : 


(1) The amounts deducted for depreciation in the Federal income tax returns filed by the Company are substantially larger 
than the provisions for depreciation set forth above. 


(2) This charge represents an amount equivalent to Federal income tax which would have been payable on 1941 earnings 
if the Company had not had the benefit for income tax purposes of deductions for discount, premium and expense inci- 
dent to the refinancing of long-term debt during 1939. This amount was credited as a partial offset to the unamortized 
cost of the refinancing. 


(3) Had the Company not had the benefit in 1942 of an excess profits credit carry-over from the preceding year, the aggre- 
gate Federal income tax provision for the year would have been approximately $190,000 greater. 


STATEMENT OF EARNED SURPLUS NOT RESTRICTED BY INDENTURE 
For the Year Ended December 31, 1942 


Balance, December. 31° 91941 oats see ste teams Onis Hoorn eee ee oe ee $1,321,315.68 
Add: 


Net income, (per statentent ol ancoile meets ae eaten dasa s aati creer $ 767,539.60 
Less—Dividends— 
Kirst preterred: stock: © sean tate aam co een a eee $247,556.77 
Second (preferred sstOcic mana tet nt teen cre iene ea 87,346.00 
Common Stockt 5 oa tecce non sos ante me eon iae 123,600.00 458,502.77 309,036.83 


Balance December 31, 1942 (see Note 3 to balance sheet) ................5. $1,630,352.51 
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1942 


IOWA PUBLIC SERVICE COMPANY 


(Subsidiary company not consolidated herein) 


BALANCE SHEET — DECEMBER 31, 1942 


Assets 
Utmuity PLant (See Note 1): 
atigi ples property cae ernie. eae oe eee Ee toe ae ee 
Construction work in progress Ae eet Gee, Pes Re Seana 
Intangibles, as shown by the Company’s detailed property records......... 3,207,314.56 
INVESTMENTS—At cost, less reserve (see Note 2): 
Common stock of subsidiary company (100% ownership)............. tenes 197,402,00 
Common stock of parent company, less reserve of $707,729.83 (14.32% 
BELLE TOS) eM ueieapie! vs vine miata nw deraitsao'e UF kant tian see Fede ac Sea oee tee ereies 425,850.00 
MISCO ATICOUIS MEA Nee oer, ee en ctate osteo es soe ee Se ese 15,564.95 
PARSE ASLO E POSITS Mecte cia. fu ate alcler ete Scherare Sievers ec STS PETS tts cdnie dee es coe teak 
CurRENT ASSETS: 
OSE 2 Ae at) Sese ROC eeaS SC oa ee es Faas Meteines 1,416,421.34 
asm Government Securities, at cost. see ts wides cnc cee ecescc cease cok Mie ye 3'823.51 
Accounts and notes receivable (including merchandise installment accounts 
due in more than one year), less reserve of $63,596.01 ...............4.. 513,666.26 
Materials and supplies, priced at average COSt...........ccccecceccceeececs 367,988.43 
(eryevaRrtkel, Somer ite: bs lor eR OME oes Ae a |, 36,516.70 
DEFERRED CHARGES : 
Debt discount and expense in process of amortization (including $656,205.85 
applicable to refunded issues in process of amortization over the original 
AiveSMO Ses UCHmISSUCS int as aimee een aera tee eee htc ies ctisate on tan Gaia $ 990,597.53 
MISCENATICOUS Mt tiene gine spice tian ae ER ee war tecals eee tateiniie’s serous 164,415.97 
Liabilities 
CaPiTaAL STOCK: 
Preferred stock, cumulative, no par value (liquidation value $100 per share) — 
First preferred stock, authorized 100,000 shares— 
$6.00 first preferred stock, issued and outstanding 20,453 shares..... $ 2,032,246.38 
$6.50 first preferred stock, issued and outstanding 3,577 shares..... 357,700.00 
$7.00 first preferred stock, issued and outstanding 14,512 shares..... 1,451,200.00 


3,841, 146.38 
$7.00 second preferred stock— $ 


Authorized and outstanding 12,478 shares...............0e0cs0ee0s 1,247,800.00 
Common stock, $15 par value— 
Authorized ,000 shares—issued and outstanding 412,000 shares....... 6,180,000.00 


Lonc-Term Dest: 
First mortgage bonds, 334% series, due August 1, 1969 (sinking fund 


REAUITEMCTIEMOLE DIAZ, 500-00 In: 1943) ia. ae bee ces vkee on saseuescceeceees $14,250,000.00 
Gold debenture bonds— 

GVorseries; aie: November 1.1960. .......60555 cnccsecsesccceevacess Seeks 908,500.00 

5% series, due March 1, 1968.............. SR OCOD AA SHARC ner icra ... _ 1,442,000.00 


Current Liapinitigs (Exclusive of sinking fund requirements included in long- 
term debt above) : 


Accounts payable ........ 2 HiME O OIC ESOC CEO ROPES OPIS Aine BoeeBc oan eee oe 102, 93918 
prcerueai interestyon) long-term debt <2c55 03 doce sees eres sneeceees soe ce ee 255,774.59 
PYCCTUCUPO ONE ALEAKES! clr choiniels isis tierersiene selene reels male eters wine ces os Pleat 459,883.06 
Federal and State income taxes..... AAs SEO IC OOS PON or wenn 407,715.92 
Customers’ security deposits and interest thereon.............. Ae Nii 159,468.22 
Preferred ($83,725.70) and common dividends payable ................005- 124,925.70 
THIS EW ACCU olsen ise ne eM oe ee 32,423.27 
DEFERRED LIABILITIES ..... Eee era e tote naT er sveme basa seat ane cetevonses stare ser chats lasat soni evecetel svete) alse caveveners 
RESERVES : 
Depreciation (see Note 1 and auditors’ certificate) including $1,500,000.00 
appropriated eirom rea pital! SUlpluSa nove cokes viele ose elves itverel cole cleie’s = ele $ 4,002,295.67 
Eropetty and other, adjustments (see Noted) shee eee cere wee cine ne 1,344,439.07 
REEVTIEIES MATIC CAMIARES Liane mice piace ale steel vid ee Gre ciareisielnrs eigielecvontam ores: eysinisiate 95,846.74 
MliscellancousMee ee bee ee screens ce doukdegeadontear ata cueedes nee 8,820.71 
WONTRIBUTIONSTING AID) OF CONSTRUCTION « oie occ: ste o/s cece /eisieiele/ohed aeieiee\c(eie es cnielols 


EARNED SURPLUS: 
Earned surplus not available for cash dividends under indenture securing 
First Mortgage Bonds (no change during the year) .................0.. $ 112,432.06 
Earned surplus not restricted by indenture (see Note 3) ...............-.. 1,630,352.51 


NortEs: 


$32,600,81 1.80 


578,847.01 
36,154.29 


2,343,416.24 


1,155,013.50 


$36,714,242.84 


$11,268,946.38 


16,600,500.00 


1,543,129.94 
15,279.89 


5,451,402.19 
92,199.87 


1,742,784.57 


$36,714,242.84 


(1) Utility plant is stated at amounts recorded for properties acquired as entireties (determined on the basis of stated value 
of securities issued, cash paid, liabilities assumed, and in the case of an important acquisition, determined by the 
amount carried on the books of the predecessor owners) plus subsequent additions at cost, less retirements. 


The system of accounts adopted by the Company requires that fixed capital shall be reclassified so as to record the 
original cost of property when first devoted to public service and that the difference between such original cost and the 
amount at which such property is carried shall be segregated in separate fixed capital accounts and shall be depreciated, 
amortized or otherwise disposed of. If the Company complies with this requirement, it is believed that such compliance 
might have a material effect on its accounts. The Company is now engaged in the preparation of an original cost 
study which has not been completed. Based on information available at this time, the book amount of utility plant is 
estimated to be approximately $5,562,080 in excess of original cost of such property, of which $2,920,000 is included in 
the balance sheet in classified intangibles and approximately $771,000 represents the excess of cost of investments, 
believed to have been acquired from non-affiliated interests, over the underlying book values thereof at dates of acquisi- 
tion. Approximately $390,000 has been subsequently written off through retirements, sales or adjustments of property 


and the Company has provided a reserve for property and other adjustments of $1,344,439. 


Upon completion of its reclassification of utility plant, the Company intends to make a determination of its requirements 


for the annual provision and reserve for depreciation. 


(2) The net amount at which investments are stated in the balance sheet do not purport to represent present market or 


realizable values. 


(3) An order of the Securities and Exchange Commission issued in connection with the issuance of the First Mortgage Bonds 
further restricts surplus as to payment of dividends on common stock to the extent of an amount equal to 20% of 
gross operating revenues, as defined, since August 1, 1939, less maintenance and repairs, provision for depreciation, 


debt retirement, ete. The total of such deductions to December 381, 1942 have exceeded the 20% 
earned surplus not restricted by indenture, accumulated since August 1, 1939, aggregates $993,597.47, 
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requirement, and 


IOWA PUBLIC SERVICE COMPANY 


(Subsidiary company not consolidated herein) 


OPERATING STATISTICS 


ELECTRIC DEPARTMENT 1942 1941 1940 1939 1938 
Meters in) Servicereencees iene 72,068 73,704 71,562 69,223 67,838 
Electric Sales—K.W.H. ...=.......-. 147,575,228 146,194,101 137,090,856 120,018,524 105,094,542 
Number of Generating Stations ...... 20 20 20 21 Ail 
Generating Capacity—K.W. ......... 47,168 47,168 45,918 45,347 45,347 
Distribution Lines—Miles of circuit.. 4,574 4,516 4,489 4,361 4,180 
Transmission Lines—Miles of circuit 3,408 3,401 3,352 3,297 3,224 


GAS DEPARTMENT 


Metersuin Service). seen. cere eee 23,944 22,249 21,039 18,366 17,193 
Manufactured Gas Sales—M cf. ..... 910,501.0 803,740.3 690,493.7 603,706.0 543,888.9 
Natural Gas Sales—M c.f. ........... 509,911.6 403,207.9 317,388.3 216,669.9 200,051.6 
Number of Gas Holdersisoscmn ee ss 27 21 21 uve 16 
Capacity of Gas Holders—M cf. .... 1,549 1,497 1,497 1,037 1,025 
Gast Mains——Milesiee nastier 353.2 313.5 343.7 299.8 280.6 


HEATING DEPARTMENT 


Steam Sales—M pounds ............. 68, 130.0 50,544.5 53,982.2 41,566.6 35,543:7, 
Hot Water Sales—sq. ft. of radiation 1,357,366 1,378,388 1,404,575 1,409,556 1,402,803 


Note:—The foregoing includes manufactured gas service in Charles City since Jan. 1, 1940 and in Independence since Jan. 1, 1942; includes 
natural gas service in Hamlin, Kingsley and Marcus since 1939, in Sergeant Bluff and Sutherland since 1940, and in Le Mars for 
1942 only. 


Board of Directors 


R. P. STEVENS, Chairman 


C. R. BEppows Mark PENDLETON 
C. I. Crippen B. J. Price 
G. A. NEAL J. M. STEERE 


Executive Officers 


R. P. STEVENS - - - - - - = = - = = Chairman 
G. A. Near - - - - - - -  - President & Gen’l Manager 
B. J. Price - - - - - -  - Vice-President & Gen’l Counsel 
C.\T. Crippen) = =) = = Se ee 8 = eV 5ce-Premdéent 
Mark PENDLETON - - - - - - - = = Vice-President 
C. R. Beppows - - - - - - Vice-President & Comptroller 
W.N. Porter - - - - - - - - Secretary & Treasurer 
H. B. Maynarp - - - - - - - - = Assistant Secretary 
J.C. Forsyth - - - - - - - - = Assistant Secretary 
R.B. SearnInc - - - - - ~~ Asst. Secretary & Asst. Treasurer 
W. A. CLEARY - - - - - - - =~ - Assistant Treasurer 
H. J. Preston - - - - - - - - = = Assistant Treasurer 


Stock Transfer Agent 


Iowa Pustic Service Company, Sioux City, Iowa 


Registrar of 1st Preferred and Common Stocks 


Tue Security Nationa BAnxK or Sioux City, Iowa 
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IOWA PUBLIC SERVICE COMPANY 


515 - 517 FIFTH STREET, SIOUX CITY, IOWA 


Annual Report to the Securityholders 
Year 1941 


Board of Directors 


R. P. Stevens, Chairman 
C. R. Beppows G. A. NEAL 
C. I. Crippen Mark PENDLETON 
B. J. Price 


Executive Officers 


R. P. STEVENS ab =p - a ee = Chairman 
G.A. NEAL - - President & Gen’l Manager 
B. J. Price - Vice-President & Gen’l Counsel 
C. I. Crippen” - . - - Vice-President 
Mark PENDLETON.. - - - Vice-President 
C. R. Beppows Vice-President & Comptroller 
W. N. Porter - Secretary & Treasurer 
H. B. Maynarp - - Assistant Secretary 
J. C. Forsytu =e Assistant Secretary 
R. B. SEARING Asst. Secretary & Asst. Treasurer 
W. A. CLEARY - - - Assistant Treasurer 


H. J. PReEsTon - - - Assistant Treasurer 


Stock Transfer Agent 
Iowa Pusiic SERVICE Company, Sioux City, Iowa 


Registrar of 1st Preferred and Common Stocks 


Tue Security NATIONAL BANK oF Sioux City, Iowa 
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IOWA PUBLIC SERVICE COMPANY 


Sioux City, Iowa, March 14, 1942 


To the Securityholders of 
Iowa Pusiic SERVICE COMPANY: 


The income account of your Company for the year 1941 compared to 1940, and the balance sheet as 
of December 31, 1941, are submitted herewith. 

Under the stimulus of the war preparedness program, industry in the Waterloo and Charles City 
territory served by your Company maintained a high level of activity during 1941. Agriculture also ex- 
perienced good crops and remunerative prices therefor. These circumstances naturally expanded the de- 
mands upon the Company’s electric and gas departments, both of which established new high records in 
output and revenues, 

The electric department shows a gain of $239,438.43, or 5.4%, in operating revenues. To earn this 
additional revenue, however, the department delivered 9,103,245 K.W.H. more than in 1940 — an increase 
of 6.6% in energy sold. The Company’s domestic customers increased from 47,486 to 48,698 during 1941, 
used an average of 782 K.W.H. during the year as compared to 742 K.W.H. in 1940, and paid an average 
of 4.4¢ per K.W.H. for this household energy as against an average of 4.5¢ in the previous year. 

Major additions to your Company’s electric facilities since the date of the last annual report include 
a new chimney, 270 feet high, constructed at the Lafayette Street Power Station at Waterloo and a new high 
pressure boiler now being installed at the same station. This boiler is rated at 120,000 pounds of steam per 
hour at 450 pounds pressure. At the Charles City power plant the switchboard and switching facilities have 
been enlarged and a new high pressure boiler rated at 50,000 pounds of steam per hour is under construction. 
The electric department also increased its generating capacity to 47,168 K.W. during 1941 by the addition of 
a 1,250 K.W. Diesel-engine unit at its Eagle Grove power plant. 

The gas department made proportionately greater progress than the electric department. It reports 
operating revenues nearly 11% above those of 1940 and a gain of nearly 20% in the quantity of gas sold. 
In this connection you will be interested to learn that your Company, since the close of 1941, has added to 
its gas business by purchasing the natural gas distribution property at Le Mars (population 5,353) and the 
manufactured gas property at Independence (population 4,342). The Company was already supplying elec- 
tricity and water in Le Mars, hence substantial economies are anticipated in furnishing this additional service 
in said community. Independence lies 24 miles east of the Waterloo area heretofore served by the Company’s 
East Division and constitutes a desirable and logical extension of our territory. These new gas properties 
were acquired at a purchase price of $125,000. The gas department also has recently installed a new gas 
generator set of 2,200,000 cubic feet daily capacity and one new unit of purifier equipment at its Waterloo 
gas works. 

Although the sum total of operating costs increased substantially in 1941, the additional expenses are 
closely proportional to the gain in operating revenues except for income taxes and income tax equivalents. 
These tax charges reflect the effect of the new rates established by the two Federal tax bills enacted in 1941. 
Such increases, and the still heavier levies to be anticipated hereafter to meet the expense of the national war 
effort, are, of course, entirely beyond the control of management. 


Since its incorporation fifteen years ago, your Company has maintained an uninterrupted dividend 
record on all outstanding preferred shares, For several years past, however, the need for construction and 
installation of new facilities to meet the steady growth in the demand for the Company’s service has prevented 
your Directors from using any cash for common dividends without incurring the risk that the Company would 
find itself unprepared to meet the full requirements of its customers. The program for new facilities in 1942 
is a heavy one and, due to war conditions, is more than usually urgent. 

You were advised in the last annual report of an application on file with the regulatory authorities 
for approval of the sale of your Company’s stock interest in Nebraska Public Service Company to the Sioux 
City Gas and Electric Company. Before action had been taken upon this application, however, the electric 
and telephone properties of Nebraska Public Service Company were sold to the Consumers Public Power 
District of Nebraska for the sum of $318,000. As a result of this sale our Nebraska subsidiary has dis- 
charged its obligation on $51,000 principal amount of assumed bonds and has retired 77% of its capital stock 
by paying to your Company, as owner of its entire capital stock, $325,000 in cash for the shares so retired. 
This latter sum, recerved December 30th, 1941, will be of assistance in meeting your Company’s construction 
requirements for 1942. 


Operations of Nebraska Public Service Company are now limited to its gas department which serves 
South Sioux City, Dakota City and Ponca, Nebraska. The Nebraska subsidiary’s gas operations showed 
operating revenues of $44,346.79 in 1941. 


In the light of these developments your Company has petitioned to withdraw its former application 
for approval of sale of its interest in this subsidiary, pending reconsideration of price and the general 
desirability of completing the liquidation of your Company’s investment in this subsidiary. 

Our country has made the transition from a state of preparation for war to one of actual participation 
in war, hence there is every reason to anticipate acceleration of industrial output in the Company’s territory, 
with still heavier demands upon the Company’s facilities. The probabilities, therefore, point to a further 
increase in operating revenues. The outlook as to operating costs, however, is obscure. We cannot foresee 
to what extent anti-inflationary measures will be effective in restraining rising prices for the materials used 
in production and maintenance, or the full extent of the tax burden which may prove necessary to finance 
the war, or the effect of the war upon wages. Whatever the future may have in store, however, your officers 
are determined to exert every effort, to the end that the Company may discharge its obligation as a public 
servant just as efficiently and economically as possible. In support of these efforts we count with confidence 
upon that same spirit of loyal cooperation of which the Company’s employees have given in such full 
measure in 1941, 


Respectfully submitted, 


G. A. NEAL, 
President. 
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IOWA PUBLIC SERVICE COMPANY 


To THE Boarp oF DirEcToRs, 
Iowa Pusiic SERvICcE CoMPANY: 


We have examined the balance sheet of Iowa Pusiic Service Company (a Delaware corpora- 
tion) as of December 31, 1941, and the statements of income and surplus for the year then ended, 
have reviewed the system of internal control and the accounting procedures of the Company and, 
without making a detailed audit of the transactions, have examined or tested accounting records 
of the Company and other supporting evidence, by methods and to the extent we deemed appro- 
priate, Our examination was made in accordance with generally accepted auditing standards 
applicable in the circumstances and included all procedures which we considered necessary. 


Subject to the adequacy of the provision and reserve for depreciation, in our opinion, the 
accompanying balance sheet and related statements of income and surplus present fairly the 
position of Iowa Public Service Company at December 31, 1941, and the results of its operations 
for the year ended that date, in conformity with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


New York, N. Y., 
February 21, 1942. 
(Released March 5, 1942) 


ARTHUR ANDERSEN & CO. 


STATEMENT OF INCOME FOR YEARS ENDED DECEMBER 31 


(Subsidiary company not consolidated herein) 


OPERATING REVENUES: 1941 1940 
IDISGUA. ‘2 12 Satie 5 SR eee tate Aarne NPR AS avrg See nS Se oe $4,637,901.94 $4,398,463.51 
CEOS aes Ganesan Be aaa ice sayeth Sie Ae REMI alt Sr5io, ne shone v a esos 2 965,212.71 870,366.14 
RELI MW ALCL EATIC ICM AY arctan Sefaiosiercaisenicrs cite Ie ie ers rere eitcra cieoe eiioah siete 112,570.14 114,074.18 
batalvoperatingy Feveniles?.2-cae me ess ater tele tee cle ceisiafeaie teas oe $5,715,684.79  $5,382,903.83 
OPERATING EXPENSES AND TAXES: . 
Operation (including power purchased from parent company, $362,282.18 
ANIO4 lean dapaetsooo-oo: 1m: 1940), serie, cise orca tores sterile siald sie wale sie ona ore $2,366,319.71  $2,195,766.62 
WVUeRISVE CTI ASL Ce Me tee fo Sieh soc! « a) aoyaya,s; oti sienna eis ef 6 xt Sets ermisvolsial eis toa Gruso sib lala wenla seine & 093.60 291,440.61 
Provision for depreciation (see Note 1 and auditors’ certificate)........... 672,442.68 656,849.76 
Generale LAK CSM ET inc ae cacomeciwiat ecg tee MPR aistarsld grat Ce anaes = ote one tai 570,425.80 569,011.01 
Federal and state income taxes (no excess-profits tax payable—see Note 2) 233,369.46 16,850.00 
Charge in ewjot Pederal income tax (see Note 2)..........cec00ssse0e08 86,119.12 190,005.31 
Wotalmoperatinge expenses and -taxeside. <5 cine de eels cls wsinecioieede cine $4,233,770.37  $3,919,923.31 
INetmeatinines | 1rONl. Operations. os... sis 06% ceclsadscvsescsseessceess $1,481,914.42 $1,462,980.52 
OTHER INCOME (Including dividends from parent company of $18,737.40 in 1941 
and $17,034.00 in 1940) — net......... b PANT ie ee eee a te techs 22,507.13 19,958.70 
INCQE (et RoR! - ee ge gies CEC eee OG. SIE GROG Ser ne ee eae $1,504,421.55  $1,482,939,22 
INTEREST CHARGES: 
Interest on long-term debt ................. fo Bete eee es pee atresia $ 661,215.00 $ 661,342.50 
Amortization of debt discount and expense (including $45,329.03 in 1941 and 
$56,322.78 in 1940 applicable to issues refunded in 1939)...............-. 58,712.87 69,706.62 
Pir GUC SUMO IMMERSE CODE is,cc:yenieictec ec vicis iexere eiaieve iatershois) Ob anda) sie/sisineseveiereveyecesie 15,053.64 24,109.85 


$ 734,981.51 


$ 755,158.97 
624.8 


Weess=-Literestwenar eed tOy CONStEUCHOM otis jssie ve cicies oats sic sis aisclelesalsinwres a's 5,118.41 i 
Motil minterest rCharwes hye sec. .c casein > ah ieistalacs Sicre spaicetetoreeuels nisiaysierais $ 729,863.10 $ 752,534.17 
INGE. HPS 48 Sp ORs Se SRISEN EN Oo DME caacioo Oates Serre $ 774,558.45 $ 730,405.05 


Notes: 


(1) The amounts deducted for depreciation in the Federal income tax returns filed by the Company are substantially 


larger than the provisions for depreciation set forth above. 


(2) These charges represent amounts equivalent to Federal income taxes which would have been payable on earnings 
of the Company in such years if the Company had not had the benefit for income tax purposes of deductions for 


discount, premium and expense incident to the refinancing of long-term debt during 1939. 


credited as a partial offset to the unamortized cost of the refinancing. 


These amounts have been 
Preliminary calculations made by the 


Company indicate that no provision for Federal excess profits tax is required for the year ended December 31, 1941. 


STATEMENT OF SURPLUS ACCOUNTS 
For the Year Ended December 31, 1941 


(Subsidiary company not consolidated herein) 


SURPLUS NOT AVAILABLE FOR CASH DIVIDENDS 
UNDER INDENTURE SECURING FIRST MORTGAGE BONDS 


BaLtance December 31, 1940, representing surplus at date of organization 


($1,028,980.82) and surplus acquired from merged companies ($95,641.23).... $1,124,622.05 
Depucr—Appropriation (representing balance as of November 30, 1941 of surplus 
not available for cash dividends), authorized by Board of Directors, to reserve 
for property and other adjustments 2... 00.6... seseecsenerecnceseececncneees 1,124,622.05 
$ Aree, 
App—Reversal, authorized by Board of Directors, of reserve (provided from 
earned surplus since date of organization) for investment in common stock 
of Nebraska Public Service Company, subsidiary company.................- $247,530.70 
Less—Loss on sale to Nebraska Public Service Company of 7,700 shares 
GES PCOMUTO TE SCOCKS atte icc ie cine e sheeted Pos stiterin fos amiae siaisee S heare 135,098.64 112,432.06 
AVANCE) DECEMBERT SIC ML O4LER week... stare asareiaieleiate sie vistatolelatemiers Hele) je ie'eleselsirie’s ees $ 112,432.06 
EARNED SURPLUS NOT RESTRICTED BY INDENTURE 
AT ANCH DECEMBER SSI (11940). eters, citistetessee! « Sorneis/avalaye,alale\Wreln nis oie alsienleistele 9.nia!s' ee oiale $ 881,660.00 
App—Net income, per statement of incOMe..............eeereeeeeeecetceeeeers $774,558.45 
Less—Dividends— 
Hirst preferred) SHOCK? oc\c icles clea cts vc cline vinciletadh ve eles oice's $247,556.77 
eWaelatal (Ndaian cll Cite) On eA APC anh rene ea QU Der TK IOVS ACEO 87,346.00 334,902.77 439,655.68 
BALAN CH DUCHEMBRR SUSI OFT ORES, ave crisis cine ister soe cee Sesleiewiccieleein's clads tie) ae $1,321,315.68 


IOWA PUBLIC SERVICE COMPANY 


(Subsidiary company not consolidated herein) 


BALANCE SHEET—DECEMBER 31, 1941 


Assets 
Unity PLant (See Note 1): 
Tangible. property cia ciacrteterergeieis ales ogieiaie'sfoeln ose hale erator siekrins Ukeiy eleialeeis) fers ae $27,849,373.94 
Construction work. in progress... 2... -<- elie sais ee ieiee BAW cx a ee ne 978,775.11 
Intangibles, as shown by the Company’s detailed property records......... 3,207,314.56 $32,035,463.61 
INVESTMENTS—At cost, less reserve (see Note 2): 
Common stock of subsidiary company (100% ownership)...........-++ --- $ 137,432.06 
Common stock of parent company, less reserve of $707,729.83 (14.32% 
interest!) xi9'.ss Ycleine diciews eda Ss stare wigan sok OR ha wie ale Calm einer Ween chet Bo 425,850.00 
Miscéllaneots iyc nec cbc crete cee sae eraleve cleus lava cee mete Palen tele tehal ona ieseaer ete setae tei 23,766.37 587,048.43 
SPHctAr, DEPOSITS; 1: isa asm tate esate cine siesta toler ret feline tere: ar aibty al Selste erie reps eters eon ote ere 8h 31,722.84 
Current ASSETS: 
Cash 25. wisie chides 0s Ayeta adie eopterobarate tare, coats alene oe cre alee Se sien otek ee aie tete fede terete $ 1,229,042.69 
Ui SwGoverniment securities) at) costa iiss <iere <1 esetwiols teiere « eltaberstaterst elite lnk 8,412.61 
Accounts and notes receivable (including merchandise installment accounts 
due in more than one year), less reserve of $69,461.86...........-+-+-.5: 535,442.42 
Materials and supplies, priced at average COSt......00..0..esccereersceeree 346,934.21 
Prepaid Jinsuirance™. (5. deedeneies ote oe esly wits ereletets eieteiefe Vel ctecyats hate ieiniole eter antels 10,137.87 2,129,969.80 


DEFERRED CHARGES: 
Debt discount and expense in process of amortization (including $700,491.61 
applicable to refunded issues in process of amortization over the original 


lives’ ofustich Issues) 7: 5 deaths cukoomere cleteeete niece isis eetaaete kel ele Seistaitewines ste $ 1,048,267.13 
Miscellaneous’ 2802) oo. oacdee ca nectuetineree stele tatek aie ele nase titi cterterseteets 334,744.63 1,383,011.76 
$36,167,216.44 
Liabilities 


CAPITAL STOCK: 


Preferred stock, cumulative, no par value (liquidation value $100 per share) — 
First preferred stock, authorized 100,000 shares— 


$6.00 first preferred stock, issued and outstanding 20,453 shares..... $ 2,032,246.38 
$6.50 first preferred stock, issued and outstanding 3,577 shares..... 357,700.00 
$7.00 first preferred stock, issued and outstanding 14,512 shares..... 1,451,200.00 
$ 3,841,146.38 

$7.00 second preferred stock— 
Authorized and outstanding 12,478 shares...............-..eeeeees 1,247,800.00 


Common stock, $15 par value— 


Authorized 500,000 shares, issued and outstanding 412,000 shares........ 6,180,000.00 $11,268,946.38 
Lonc-TrrmM Dest: 
First mortgage bonds, 334% series, due August 1, 1969................... $14,250,000.00 
Gold debenture bonds— 
6%: series; (dtieavoveniber 1;,1960 .qa. soe acca ee Rene ee ee ee 908,500.00 
5%° series sduesMarchid 41968) eee ee nate. See ee ee 1,442,000.00 
Municipal bondsvassumed’ (due int 1942)\tcc- cee eee eee ee 4,000.00  16,604,500.00 


Current LIAsiLitiEs (Exclusive of $4,000.00 long-term debt maturity above) : 


Note payable to bank. )-5 ccare ee ocr aoe ee eee ean se eee 350,000.00 

Accounts (payablenen: scbs ccnissie ses oo meee ce eee aren aR ee eee 92,154.14 

Accrited interest “iii. scfes.cu ce ctenetid tune ottone «meee eine onion ace Cee 257,563.20 

Accrued. general ‘taxes? statis cs oe aeececie scien vie ies See teens stele ae tare cee 460,048.36 

Federal sand State incomestaxes:,.-cesuece. a eceie ie oe eee ee ee 234,807.78 

Customers’ security deposits and interest thereon.................ceeeceeee 155,924.57 

Preferred dividends payable ($83,725.69) and miscellaneous................ 231,137.80 1,781,635.85 
DEPERRED . LTABILITIES | <0: 50 iolor wei bie uence oh oe EE COTE ee eee ee ee eee 13,011.57 
RESERVES : 

Depreciation (see Note 1 and auditors’ certificate) including $1,500,000.00 

appropriated sfrom capital sarplas meme ine tee eiteeieeee ciate eine ere $ 3,593,754.38 

Property and other adjustments #(seem Note S)ive-ee eee ne vee eee c een 1,279,022.51 

Injuries and’ damages #25. act accent ee oe ee eee eee Ros eas 98,982.82 

Miscellaneous. iis ca-cds Ses 2 Cae Ce eee 5,694.57 4,977,454.28 
CONTRIBUTIONS! IN Alp OF CONSTRUCTION... a; cote nee eeeb ere cree ne een: 87,920.62 


EARNED SURPLUS: 
Earned surplus not available for cash dividends under indenture securing 
First Mortgage Bonds ....... £5 =piaivn ons Ms Rebus apa seices Mane onan ge 
Earned surplus not restricted by indenture.:..................- etic aries 


NortTEs: 


$ 112,432.06 


1,321,315.68 1,433,747.74 


"$36,167,216.44 


(1) Utility plant is stated at amounts recorded for properties acquired as entireties (determined on the basis of stated 


value of securities issued, cash paid, liabilities assumed, and, in the case of an important acquisition, determined 
by the amounts carried on the books of the predecessor owners) plus subsequent additions at cost, less retirements. 


The Uniform System of Accounts for electric and gas utilities prescribed by the Federal Power Commission has been 


adopted by the Company, although the Company disclaims jurisdiction by that Commission. These systems of 
accounts require that electric and gas fixed capital shall be reclassified so as to record the original cost of property 
when first devoted to public service and that the difference between such original cost and the amount at which 
such property is carried shall be segregated in separate fixed capital accounts and shall be depreciated, amortized 
or otherwise disposed of as the Commission may subsequently approve or direct. If the Company complies with 
this requirement it is believed that such compliance might have a material effect on its accounts. Based on 
information available at this time, the amounts at which the properties of the Company and its predecessor com- 
panies had been recorded on their books were approximately $5,562,030 in excess of original cost of such properties. 
Of this excess approximately $2,920,000 is included in the balance sheet in classified intangibles and the Company 
is providing a reserve therefor (see Note 3 below), approximately $771,000 represents the excess of cost of invest- 
ments, believed to have been acquired from nonaffiliated interests, over the underlying book value thereof at 
dates of acquisition, and approximately $360,000 has been subsequently written off through retirements, sales or 
adjustments of property. 


The net amounts at which investments are stated in the balance sheet do not purport to represent present market 
or realizable values. 


The Board of Directors authorized the provision, as of December 81, 1940, of a reserve to cover the difference 


($707,729.83) between the cost of the investment in the common stock of Sioux City Gas and Electric Company 
and the par value thereof; such reserve was provided by charges of $389,548.24 to restricted earned surplus and 
$368,181.59 to earned surplus not restricted. 


During 1941, as approved by the Board of Directors, the Company provided $1,279,022.51 to a reserve for property 
and other adjustments; such reserve was provided through appropriation of the balance as of November 30, 1941, 
$1,124,622.05, of surplus not available for cash dividends under the indenture securing the First Mortgage Bonds 
and through a transfer from the reserve for depreciation of $154,400.46, the amount specifically provided for the 
amortization of classified intangibles, etc., during the years 1938 to 1941, inclusive, 
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IOWA PUBLIC SERVICE COMPANY 


Sioux City, Iowa, March 21, 1941. 


To the Securityholders of 


Iowa Pusiic SERVICE COMPANY: 


The income account of your Company for the year 1940 compared to 1939, and the balance 
sheet as of December 31, 1940, are submitted herewith. 


General business activity and agricultural conditions throughout the territory served by 
your Company have continued along the improved trend which became apparent during 1939. 
This improvement has brought with it an opportunity for greater service to the public on the 
part of the Company in each of its major departments. 


The electric department reports a gain over 1939 of $335,367.21, or about 844%, in oper- 
ating revenues and 17,072,332 Kwh., or more than 14%, in unit sales. Ending a decade, as we 
are at this time, it should be of more than passing interest to review a major accomplishment of 
that period in the way of service to our domestic or residential customers. In 1930 your Com- 
pany sold 16,209,830 Kwh. to 40,835 domestic customers, for which it received $1,284,496.82. 
In 1940 it sold 35,215,462 Kwh. to 47,486 domestic customers and received $1,587,391.85 for 
the service. Reducing these figures to comparable terms, we find that in 1930 the domestic 
customer paid on the average $31.46 for his year’s consumption of 397 Kwh. — nearly 8¢ per 
Kwh.; whereas, in 1940, the domestic customer paid on the average $33.43 for 742. Kwh., or 
414¢ per Kwh, In other words the average domestic customer, because of the cumulative benefits 
of progressive rate decreases during the period, is receiving about 76% more energy for his money 
as compared to ten years ago. During that same ten years the Company has extended the availability 
of electric service still further into the more thinly settled areas of its territory and has increased 
the number of its rural customers from 3,117 to 7,279. 


Over the past year the gas department has made even more rapid improvement than the 
electric department. Operating revenues of this department for 1940 show a gain of $128,695.05, 
or more than 17%, over 1939, while the volume of gas sales increased 187,506 M c.f. — nearly 
23%. An important part of these gains ($52,791.26 in revenues and 72,681 in M c.f. sold) is 
attributable to the acquisition of the manufactured gas business at Charles City by purchase on 
December 31, 1939, and to the construction of facilities which permitted the introduction of natural 
gas service in Sergeant Bluff and Sutherland during 1940. 


Except for taxes, operating expenses for the past year afford little occasion for comment. 
The tax burden, however, continues to grow at a rate which threatens the effective accomplish- 
ment of the Company’s policy to provide service at progressively lower expense to its customers. 
The sum of tax provisions in 1940 (or equivalent charges in lieu thereof, as explained in Note 2 
under the income statement), amounts to $775,866.32, which is more than 14¢ out of every dollar 
which the consumer pays for the Company’s services. It is also an increase of $195,128.71 over 
1939. The major items contributing to this increase were, (1) a reappraisal of the Company’s 
physical properties by the Iowa tax commission which raised the base for assessment of real 
estate taxes by some 181%4%; and (2) the two new Federal income tax bills enacted by the Con- 
gress during 1940. Interest charges now reflect the full savings resulting from refunding the 
Company’s mortgage bonds in 1939. 


For the present your Company is faced with heavy cash outlays which require the reinvest- 
ment in the business of all available surplus earnings, not only to provide for new facilities and 
extension of its service but also for the retirement of the bank loan issued in 1939 in connection 
with the refinancing of the mortgage debt. This loan, which stood at $775,000 at December 3lst, 
1939, was reduced to $450,000 during 1940 and to $350,000 in January of this year. The new 
facilities added to the Company’s properties during 1940 included a new Diesel generating unit of 


731 K.W. capacity at Ida Grove and a new high pressure gas holder of 300,000 cubic feet capacity 
at Waterloo. 


As a step toward simplification of the holding company system of which your Company is 
a part, the Company’s Board of Directors authorized sale of the entire capital stock of Nebraska 
Public Service Company to Sioux City Gas and Electric Company for the sum of $350,000. Seller 
and purchaser joined in an application now pending before the proper regulatory authorities for 
approval of this transaction. It was anticipated that the proceeds from the sale would have been 
available to help meet the Company’s new money requirements during 1940 but up to the present 
time the authorities have made no final disposition of the application. 


The year 1941 has opened with general business activity still on the upward trend. With 
the added pressure of war defense orders, there appears to be sufficient stimulus to carry through 
the year, hence present prospects point to continued expansion of the Company’s business with 
further gain in net income during the current year, barring any new increase in taxes or unusual 
increases in fuel or labor costs. 


The management has had the wholehearted cooperation of the Company’s employees 
throughout the year 1940 and wishes to take this opportunity to express its deep appreciation for 
their loyalty in the performance of their duties. 


Respectfully submitted, 


G. A. NEAL, 
President. 
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IOWA PUBLIC SERVICE COMPANY 


To THE Boarp oF DrrectTors, 
Iowa Pusric Service CoMPANY: 


We have examined the balance sheet of the Iowa Pustic Service ComPANyY (a Delaware 
corporation) as of December 31, 1940, and the statements of income and surplus for the year 
ended that date. In connection therewith we have examined or tested accounting records of the 
Company and other supporting evidence and have reviewed the system of internal control and the 


accounting procedures of the Company by methods and to the extent we deemed appropriate, but 
we did not make a detailed audit of the transactions. 


Subject to the adequacy of the provision and reserve for depreciation, in our opinion the 
accompanying balance sheet and related statements of income and surplus fairly present the 
financial position of the Iowa Public Service Company at December 31, 1940, and the results of 
its operations for the year ended that date, in conformity with generally accepted accounting prin- 


ciples maintained by the Company on a basis consistent with that of the preceding year. 


New York, N. Y., 
February 15, 1941. 
(Released March 5, 1941) 


STATEMENT OF INCOME FOR YEARS ENDED DECEMBER 31 


(Subsidiary company not consolidated herein) 
OPERATING REVENUES: 


ARTHUR ANDERSEN & CO. 


1940 1939 
REL SCU LI CAMs areteste. sce. t che ore aif ferts ote clnelermie erste sierra ats oe foislovomooy etek Lea. $4,398,463.51  $4,063,096.30 
PRM ee Ri RO met sige woes henna e-G keUa tiie satu de ua ke cet eeieoe 870,366.14 741,671.09 
SHERUIPE WLC AEM CCM nsec mcs else ocala Ree oreo ee oe eae 114,074.18 110,339.91 
Potaleoperating Levelues ten. wr, cue ie te Ace enidton centre case $5,382,903.83  $4,915,107.30 
OPERATING EXPENSES AND TAXEs: 
Operation (including power purchased from parent company, $328,383.88 
MO AT GwaZO2, LigeAd inl O99) cca yeat eos teioe te ctned naccmiacewse thas $2,195,766.62 $1,974,467.53 
MVELinItesFatiCe mamta ne ners reahr. a ctsicte Sian fete aie eia cate Whe eee lek eet isittins, Moc eee 291,440.61 256,698.46 
Provision for depreciation (see Note 1 and auditors’ certificate)............ 656,849.76 590,285.64 
OCEAN GEC SERY 5 ets ces RVC Sip ICIP OR EE TEES BERS a IE ned A ee I ER 569,011.01 484,094.57 
LAL CMITIC OMe mL CAMMN ns reaysfeic arate sree etree es gata wei eects die kine duel enteliie givers 16,850.00 — 
Charge in lieu of Federal and State income taxes (see Note 2)............ 190,005.31 96,643.04 
Motalwoperatingn expenses and taxeS..v.cc.ccsssc0scceccsccvess ees $3,919,923.31 $3,402,189.24 
Gt mGaIauITeS MITOMMOPEAatiONS |e fe csc os1c.c e000 cies v's sere ale.e'e'elesomndaigers $1,462,980.52  $1,512,918.06 
OTHER INCOME (including dividends from parent company of $17,034.00 in 1940 
BRAN 2OG GO MMI OGO) — 1 TIELs ..6/a:5 o's cas ce siceceaweeo vieren i ROR OL UIA EIOC STE 19,958.70 23,041.12 
UN CoRR ERG TIS MIT aPC, So 2c AiatReS tb Ta ANS ey aeavoe Cla hcinIS Steels WSIS ARON «es —- $1,482,939.22  $1,535,959.18 
INTEREST CHARGES: 
Pete Res UMP ML PeLOMINMGEDE isis o/s 2 ste so 0.018 a9 eisin delays Metssis wale sis pais wce.oa alc $ 661,342.50 $ 779,041.92 
Amortization of debt discount and expense (including $56,322.78 in 1940 
appircablestosisstes rerunded. in 1939). cc. cocess ccc cc ccc ececdeenes veces 69,706.62 53,496.17 
Le Lest MOMMUNMame ee EDL! scsi lees: sclides caesectacwacesd cas eaeeacedelaevers 24,109.85 18,152.55 
$ 755,158.97 $ 850,690.64 
Ress-Interese Charged to construction ....5.....0.csnccnccctseccccesaceces 624.80 976.29 
SL MeL OTESERCUAT OES Wn clc. eile ave dei; scicis aie «'a elviece ievale «sid dislalere dies eieiecs $ 752,534.17 $ 849,714.35 
IN CE MPIMG OUTS tr ttle aiefere ek wi sie(etek ae db Giaioievo nies aioe wieh-a's vine e. a4 sie Wleen $ 730,405.05 $ 686,244.83 


NOTES: 


(1) The amounts deducted for depreciation in the Federal income tax returns filed by the Company are substantially 
1 


arger than the provisions for depreciation set forth above. 


: ; 5 i taxes 
(2) These charges represent amounts equivalent to Federal income taxes in 1940 and Federal and State income 
in 1939 which would have been payable on earnings of the Company in such years if the pee A had see Led 
the benefit for income tax purposes of deductions for discount, premium and expense incident to the refinancing 


of long-term debt during 1939. 


the refinancing. Preliminary calculations made by the Company indicate that no provi ( d 
tax is required for the year ended December 31, 1940 either with or without such special deductions. 


STATEMENT OF SURPLUS ACCOUNTS 


For the Year Ended December 31, 1940 
(Subsidiary company not consolidated herein) 


SURPLUS NOT AVAILABLE FOR CASH DIVIDENDS 
UNDER INDENTURE SECURING FIRST MORTGAGE BONDS 


Balance DECEMBER 31, 1939: 


i rtial offset to the unamortized cost of 
These amounts have been credited as a partia Oe eye al cece eens 


Surplus at date of organization ...........eee scence e eect e rete cence eee eeee $1,028,980.82 
Surplus since date of organization, representing surplus of merged com- 
erates Bhs GRTESy (ols EveabiChalen) Go gendheee sot soouodsanbededorsncaccennnadqon 95,641.23 
$1,124,622.05 
Batned surplus) since date of O1ganization) -).)5.1<. leasieice ais svcle + ae tolsc cia 480,220.11  $1,604,842.16 
Drpuct— . . . . 
Appropriations (from earned surplus since date of organization), authorized 
by the Board of Directors, for reserves for investments in Common 
stock of— 
Subsidiaryy COmpaty ass areccte che ciel sials elects stetatoughe fers ote iaveneraitlatetars alefetat vrgteratersy $ 140,666.87 
Parone COMpAnya Eres cece. «sone teiaetereteistsien soca sition create 339,548.24 
Miscellaneous investments written Off .........0cee cece ee cee cee eeeeeceeeer 5.00 480,220.11 
BaLance DecemBer 31, 1940, representing surplus at date of organization 
($1,028,980.82) and surplus acquired from merged companies ($95,641.23)...... $1,124,622.05 
EARNED SURPLUS NOT RESTRICTED BY INDENTURE 
RATA NGHMEDECR ACRE G1 oil GSO mcrsiayaicteiiiesiales eyaresslstcnstenela sats clots) aheteke wletvinl aheiareiatal Seles ies $ 854,339.07 
App—Net income, per statement of incOMe........1cssccceveres vce tvesscecsines $ 730,405.05 
Less—Dividends— 
First preferred stock 0... ccm sce cseseneecscitnscinenienee $247,556.53 
Second preferred stock ... 01.0600. 00 sevissic sceineiesicsinclsiels 87,346.00 334,902.53 395,502.52 


Depucr—Balance of appropriation, authorized by the Board of Directors, for 
reserve for investment in common stock of parent company...........+s+00-: 
BALANCE DeEcEMBER 31, 1940 


pee BOh OR OS gp OS Sa 5S Ce bod 6 6G G0 Bie 6S 1b HON 6 Cede Bes Biss ele 8 


$1,249,841.59 


368,181.59 


$ 881,660.00 


IOWA PUBLIC SERVICE COMPANY 


(Subsidiary company not consolidated herein) 
BALANCE SHEET—DECEMBER 31, 1940 


Assets 
Utinity Prant (See Note 1): 
Tangible property ......... RECS TS Ot oe BO 40 oe SE OEE SURED $27,203,183.37 
Construction work dn! progressive. occ specie casio nent cares arelstteisiae aieiier ovale 825,429.05 


Intangibles, as shown by the Company’s detailed property records (see Note 1) 3,203,573.91 $31,232,186.33 


INVESTMENTS—At cost, less reserves (see Note 2): 
Common stock of subsidiary company, less reserve of $247,530.70 (100% 


ownership) £25 fei; cha Me ae wots rete vie ces co See ela Meee haere cera $ 350,000.00 
Common stock of parent company, less reserve of $707,729.83 (14.32% 
interest )p, ics toate caseetd oot certs cae sa toek rcysrenstereert eictes= ea os ort 425,850.00 
Miscellameotiss 25 Ais c + crs cckahinagetsrcls ss aoeteltade7s loimnavee ciate ante toner eine, cect legen arte 23,766.37 799,616.37 
Sprcrar, DEPOSITS ss.<.ccn nap ce aemenses aie wisi see ottle aaie inate wits ares Marorsyciave ayele setciartatie Stee mete 12,329.48 
CurrENT ASSETS: 
Cash Or siac sesteece ees Ncctis obeientere’ eters ee eas HERINc ee sutton rclaie s nicgicles cats a PEM OL aaa 
U. S. Government securities, at cost..............- Parikh toner nna sie Dae sate 10,555.97 
Accounts and notes receivable (including merchandise installment accounts 
due in more than one year), less reserve of $78,202.33......\.....00-000- 529,277.53 
Materials and supplies upriced at average cost i anal. ete artes olden esol sictatele ele 236,854.98 
Prepaid’ insurance 5, sce isa daar - eels aacteen ee roose tances ti nee Serer 22,101.15 1,550,231.17 


DEFERRED CHARGES: 


Debt discount and expense in process of amortization (including $831,939.76 
applicable to refunded issues in process of amortization over the original 


lives lof Such’ ISSteS.) i isccies cata die sisi louse Sete eins isis eras orate aie Sule ten be $ 1,193,099.12 
Miscellaneotis wesiesecesayecrce ese owen Riszaiae ovatus cienstenals cect brn SHORO DOE 112,297.14 1,305,396.26 
$34,899,759.61 
Liabilities 


Capital STOCK: 


Preferred stock, cumulative, no par value (liquidation value $100 per share) — 
First preferred stock, authorized 100,000 shares— 


$6.00 first preferred stock, issued and outstanding 20,453 shares..... $ 2,032,246.38 
$6.50 first preferred stock, issued and outstanding 3,577 shares..... 357,700.00 
$7.00 first preferred stock, issued and outstanding 14,512 shares..... 1,451,200.00 

$ 3,841,146.38 


$7.00 second preferred stock— 
Authorized and outstanding 12,478 shares....... Pegcaaaien peewee ots 1,247,800.00 
Common stock, $15 par value— 
Authorized 500,000 shares, issued and outstanding 412,000 shares........ 6,180,000.00 $11,268,946.38 


Lonc-TErM Dest: 


First mortgage bonds, 334% series, due August 1, 1969........ Sie uale Oe AeeIOne $14,250,000.00 
Gold debenture bonds— 
6% series, due November 1, 1960...............- Be ote/s eres 5 sieieieeeleelelals's 908,500.00 
5%. series; due wMarchsl, W908. (oda. siete dete ce ne eloereite alee Seer apart 1,442,000.00 
Municipal bonds assumed .............. EES eet enantio sb abe cobie 4,000.00  16,604,500.00 
CurrENT LIABILITIES : 
Note payable to bank......... a alersars tha rtetterte eee cen agsieieiace ieleaidls © ose sa/F me ee CO Oka 
Accotints (payable ames: eines devteatabioem bats sees id sis wis Sisiple.creuss sees biesiere 86,460.80 
Accrued interest: we cmtececc ance ccc ne decent U oaielsiy ate sities stelere atthe aera 258,118.76 
Accrued “general taxes c.acecces csiemewnemae ie ole oder ie aires steers micceriare 474,259.53 
State sintcomte ptax itis cac.e aesiae ate aa eae eon ceeiraer are CR Lae is 18,309.79 
Customers’ security deposits and interest thereon.............. sisid Saice'ss oie 144,697.70 
Preferred dividends payable ($83,725.66) and miscellaneous................ 106,304.58 1,538,151.16 
DEFERRED LIABILITIES ........ Waist cous user et case Bids Sa aeen oie Dare erent See ee 13,456.09 
RESERVES : 
Depreciation (see Note 1 and auditors’ certificate) including $1,500,000.00 
appropriated trom capital surplus ..........+-0++.- NoulesieistAneeer cman “Lacs oO OOS 
Injuries and) damagesweccte sees en ee ee a ERe A eh ae atin oaths Bi ahe ass ores : 100,000.00 
Miscellaneous. ei scien cic t ace aie ett ot oiekal aha lguetstcze at iane oeh ee co ian meet eereeatets hae 8,705.51 3,387,811.69 
CONTRIBUTIONS IN AID OF CONSTRUCTION.......-..200eeecceee ACSI TIC OEBACIOADCS Her Moca neal. 80,612.24 
SuRPLUS: 


Surplus not available for cash dividends under indenture securing First 
Mortgage Bonds, representing $1,028,980.82 at date of organization and 


$95,641.23 acquired from merged companies i... 0.20.62 seredass sess aes ee $ 1,124,622.05 
Earned surplus not restricted by indenture....................0.. Wee sable ate 881,660.00 2,006,282.05 
NOTES: 


(1) Utility plant is stated at amounts recorded for properties acquired as entireties (determined on the basis of stated 
value of securities issued, cash paid, liabilities assumed, and, in the case of an important acquisition, determined 
by the amounts carried on the books of the predecessor owners) plus subsequent additions at cost, less retirements. 

The Uniform System of Accounts for electric utilities prescribed by the Federal Power Commission has been substan- 
tially adopted by the Company, although the Company disclaims jurisdiction by that Commission. This system of 
accounts requires that electrie fixed capital shall be reclassified so as to record the original cost of property when 
first devoted to public service and that the difference between such original cost and the amount at which such 
property is carried shall be segregated in separate fixed capital accounts and shall be depreciated, amortized or 
otherwise disposed of as the Commission may subsequently approve or direct. If the Company complies with this 
requirement it is believed that such compliance might have a material effect on its accounts. Based on informa- 
tion available at this time, the amounts at which the properties of the Company and its predecessor companies 
had been recorded on their books were approximately $5,562,030 in excess of the original cost of such property. 
Of such amount approximately $771,000 represents the excess of cost of investments, believed to have been 
acquired from nonaffiliated interests, over the underlying book value thereof at dates of acquisition and approxi- 
mately $320,000 has been subsequently written off through retirements, sales or adjustments of property. 


(2) The Board of Directors has authorized the sale of the investment in common stock of Nebraska Public Service 
Company to Sioux City Gas and Electric Company. Although the sale has not been consummated, pending approval 
by the regulatory commission, the Board of Directors authorized the provision as of December 81, 1940 of a 
reserve to cover the difference ($247,530.70) between the cost of the investment and the proposed sales price; 
such reserve was provided by charges of $106,863.83 to contingency reserve (which had been provided in 1934 from 
earned surplus) and $140,666.87 to restricted earned surplus. 

The Board of Directors also authorized the provision, as of December 31, 1940, of a reserve to cover the difference 
($707,729.83) between the cost of the investment in the common stock of Sioux City Gas and Electric Company 
and the par value thereof; such reserve was provided by charges of $339,548.24 to restricted earned surplus and 
$368,181.59 to earned surplus not restricted. 


The net amounts at which investments are stated in the balance sheet do not purport to represent present market 
or realizable: values, 
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IOWA PUBLIC SERVICE COMPANY 


S1oux City, Iowa, March 15, 1940. 


To the Securityholders of 


Iowa Pusiic SERVICE COMPANY: 


The income account of your Company for the year 1939 compared to 1938, and the balance 
sheet as of December 31, 1939, are submitted herewith. 


It is a matter of great satisfaction to be able to report to you that your Company in August of 
last year successfully refunded its entire Mortgage Debt at a substantial saving in interest expense. 
The indebtedness retired consisted of $11,860,000 First Mortgage 5% bonds due 1957, $2,300,000 
First Mortgage 514% bonds due 1959 and a small divisional issue of $36,000 6% bonds. This 
former mortgage indebtedness has been replaced by a new single issue of $14,250,000 First 
Mortgage 334% bonds due August 1, 1969. To provide additional cash necessary to cover pre- 
mium on the bonds to be called, discount on the new bonds and other cash outlays incidental to the 
refunding operation, a bank loan in the amount of $800,000 was negotiated. This loan now 
stands at $775,000 and will be paid off as promptly as practicable. 


On the average, business and agriculture throughout the territory served showed measurable 
improvement during 1939. As a result your Company’s operating revenues made a gain of 
$295,472.03 to a total of $4,915,107.30. At the same time the electric and gas department each 
established new high records in the volume of sales. Sales of electricity amounted to 120,018,524 
KWH. as against 105,094,542 KWH. in 1938, while the gas department sold 820,376 M c.f. as 
compared to the next previous high of 769,064 M c.f. in 1937, 


Turning to expenses, you will note that the cost of operation has not increased unduly in 
view of the increase in the volume of the service rendered but has been kept well in hand. The 
sum total of maintenance and provision for depreciation — $846,984.10, is slightly more than 
17% of operating revenues. Taxes, which are entirely outside of the control of management, 
have risen sharply. As the refunding operation was accomplished in August, it will be readily 
appreciated that interest charges for the calendar year 1939 only partially reflect the annual savings 
to be realized from the refinancing. 


Toward the end of the year distribution of natural gas was extended to Hamlin, Kingsley 
and Marcus, three small communities with an aggregate population of 2,356. On December 31, 
1939 the Company purchased the manufactured gas property at Charles City (population 8,039) 
but, as its operation of the property began on January 1, 1940, the effect of the acquisition is not 
reflected in the income account for 1939. Since the Company was already supplying electricity in 
the foregoing communities, it should be able to conduct the gas business in the same communities 
with economy. Our gas service at Waverly was converted in October from water-gas to propane 
with a view to reducing expenses. 


Thus the year 1939 witnessed a further expansion in your Company’s service to the public 
and a marked improvement in its financial structure. General conditions throughout the territory 
continue reasonably satisfactory since the close of the year, hence there is every reason to look 
forward with some confidence of further progress to be accomplished in 1940. 


The loyal cooperation of the company’s employees and their efforts to promote the Com- 
pany’s progress throughout the past twelve months are deeply appreciated. 


Respectfully submitted, 


G. A. NEAL, 


President. 
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IOWA PUBLIC SERVICE COMPANY 


ARTHUR ANDERSEN & CoO. 


To THE Boarp oF Directors, 
Iowa Pusiic SERVICE CoMPANY: 


We have examined the balance sheet of the Iowa Pustic Service Company (a Delaware 


corporation) as of December 31, 1939, and the statements of income and sur 


plus for the year 


ended that date. In connection therewith we have examined or tested accounting records of the 
Company and other supporting evidence and have reviewed the system of internal control and the 
accounting procedures of the Company by methods and to the extent we deemed appropriate, but 


we did not make a detailed audit of the transactions. 


Subject to the adequacy of the provision and reserve for depreciation, in our opinion the 
accompanying balance sheet and related statements of income and surplus fairly present the 
financial position of the Iowa Public Service Company at December 31, 1939, and the results of 
its operations for the year ended that date, in conformity with generally accepted accounting prin- 
ciples maintained by the Company on a basis consistent with that of the preceding year. 


Chicago, Illinois, 
February 6, 1940. 
(Released February 28, 1940) 


STATEMENT OF INCOME FOR YEARS ENDED DECEMBER 31 


(Subsidiary company not consolidated herein) 


ARTHUR ANDERSEN & CO. 


OPERATING REVENUES: 1939 1938 
PEE CE Tel mer aie tates ave oe stays abeediorahe PAS SAVERS sterol o.eFatars fo eT SSIRIeRA o/tve aretarW GIFT wie ora as ierait $4,063,096.30  $3,814,811.11 
GES). Socom te i AAS Br EGE LOCO Oe ORC aaa i ben Aare 741,671.09 696,978.03 
Pate Linme Viel CteMEINCUMUCE | oars, Setting chk (eirictoicis ciouieiic sl aise A aiteveibinis atauceysielmnve’e cases: 8 110,339.91 107,846.13 

Miata lMmerperatnre FeVeiilest ma nest otes 2. clos cae csliaielele (> seloeaiewieienslsiels $4,915,107.30 $4,619,635.27 

OPERATING EXPENSES AND TAXES: 

Operation (including power purchased from parent company, $262,117.42 
AE LOSD range Glo. C1286 int 1938) sacs. sicie leis siajole 0 doe we teleiele ot.s vais edisivieie o> $1,974,467.53 $1,933,156.17 
Misti Oras EME os nce ra rca Ouehits a cye.d sf vensiale aptealestveld  ataralesihé evelee aba 256,698.46 266,188.86 
Provision for depreciation (see Note 1 and auditors’ certificate)............ 590,285.64 546,309.38 
(SERIE, (225, Le ene ROIS CRO ESE Poti Bete ones on aE oe eh 484,094.57 406,968.27 
Federal andusfate income taxes (see Note 2) ac jcc crncccemscsicwengesacnscis 96,643.04 63,641.47 
‘otalwoperiting expenses and taxeS.2.cccccase os lsitiss vcicieiwee scenes $3,402,189.24  $3216,264.15 
IMeHEEEMMIITeS TON! OPETatiONS. -,, <.. slo. ec.sleccsie..cie aie ecco sain are qyeieiscarne sie $1,512,918.06  $1,403,371.12 

OTHER INcoME (including dividends from parent company of $4,258.50 in 1939) 23,041.12 15,3 

IN(shs AVHRR Rt $1,535,959.18 $1,418,695.40 

INTEREST CHARGES: 

DEHPONESEs OHMIMM ETC ETI CEDE ogc caccsie c siatis usin evwisicre'e 6 cies oie siccela.e eis ee cs seinen « $ 779,041.92  $ 845,244.24 
Amortization of debt discount and expense 53,496.17 38,727.16 
MTOR eS h MOMMEMIMOCOMGEDE: lis scvscu siecle cieseie el Daieletee } oletersrn els, © eyefa'e’ shar sbeielerole 18,152.55 9,437.03 
$ 850,690.64  $ 893,408.43 

Wess——I nteneseMenarged £O \COMSEFUCHIOM cya scrosaremarioysneiescvojais apersie)e 0, ope tletegeeis © Ste 976.29 17,099.81 
MOLANMEIBICCTESE. ICHAT CS Mtriolel- ojo ey stint ots & farce aPorsletayevater abate rereheverscaneralels ij cre $ 849,714.35  $ 876,308.62 

DIS shaVdoviite™ Gee. 58 Sheen GAR RHEE A asain can Bros tiaam ecb angio on $ 686,244.83 $ 542,386.78 

NOrTEs: 

(1) The amounts deducted for depreciation in the Federal income tax returns filed by the Company are substantially 


larger than the provisions for depreciation set forth above. 


(2) 


The Company has no liability for either Federal or State income taxes for the calendar year 1939 due to the benefit 


for tax purposes of certain deductions not shown in the foregoing statement of income, representing principally 
premium paid on retirement of, and unamortized debt discount and expense applicable to, certain bond issues which 


were refunded during the year. The above statement for 1939 includes provision for 


Federal and State income 


taxes computed at normal rates based upon the current taxable net income without regard to these special deduc- 
tions to be taken in the Company’s income tax returns. This amount has been credited as a partial offset to the 


unamortized cost of the refinancing. 


STATEMENT OF SURPLUS ACCOUNTS 
For the Year Ended December 31, 1939 


(Subsidiary company not consolidated herein) 


EARNED SURPLUS NOT RESTRICTED BY INDENTURE 


ACANGHL DECEMBER? OL yal GOO vi ciee siete, -isiele noieaalvetatarislarenerstaterayals ciate sessile » o.6lene e 

‘Amp — Net income: per statement “Of ANCOMIC tae. qete els aieiele \vipleis|c sletclol cepa ele /eie ale 
Less—Dividends— 

First preferred stock $247,556.45 

Second preferred stock 


ee ea 


ry 


Depuct—Miscellaneous direct surplus items 
Baranck DECEMBER 31, 1939 


Pee ee 


$ 686,244.83 


87,346.00 334,902.45 


SURPLUS NOT AVAILABLE FOR CASH DIVIDENDS 
UNDER INDENTURE SECURING FIRST MORTGAGE BONDS 


BALANCE DECEMBER 31, 1938: 


Surplus at date of organization.......... See y ere Oe ateraaeieie 
Surplus since date of organization (including $95,641.23 in respect of surplus 

of merged companies at dates of acquisition) .............eceeseeeeeeeees 
DeEpucr—Miscellaneous “direct stirplus item... ..6 0 50 t.  e ee ea wales. 
BALANCE DECHMBER “SL; 19305 s.:c5 «scar cinieie ix 20 alsa Wits clans arite hi alle Mordaealns arena 


$1,028,980.82 


577,128.84 


$ 512,322.29 


351,342.38 
$ 863,664.67 
60 


’ 


$ 854,330.07 


$1,606,109.66 
1,267.50 
$1,604,842.16 


IOWA PUBLIC SERVICE COMPANY 


(Subsidiary company not consolidated herein) 
BALANCE SHEET—DECEMBER 31, 1939 
Assets 


Utinity PLANT (including intangibles) : 

At amounts recorded for properties acquired as entireties (determined on 
the basis of stated value of securities issued, cash paid, liabilities assumed, 
and, in the case of an important acquisition, determined by the amounts 
carried on the books of the predecessor owners) plus subsequent additions 
at cost, less retirements. Based upon the segregation maintained in the 
detailed property records of the company, organization expenses and other 
intangibles included in the property account amount to $3,199,026.46 
(SEE NOE) ieee es wie. giedors Biel ece.cts stand etyiatetertia o Senenrt oid eleermemer erate Peep dase biel «Stat sage eteratee het 


INVESTMENTS—at cost, which does not purport to represent present market or 
realizable values: 


Common stock of subsidiary company (100% ownership)............. Jace abe 7597 5000 
Common stock of parent company—14.32% interest.............+.seeeees ae 1,133,579.83 
Miscellaneous 2.5 eens seit Sopnceo atime oliae i Re elesaae FoR Malta ose 24,225.89 
SPECIAL? DEPOSEDS) sralsciscs ene ie ase crele cie's  chelefomiels Win Stes stsiete aveteisveksatare © Peles see the Siete telat svete taaree eee 
CurrENT ASSETS: 
Cash. Seertiemcenitis eae Nn Pee Ae iuer rd wind Eaiareule Guide Bieauelacrste'e olslt's ote nie eerste DT MUO, OFS 
U.. Si) Government’ securities, at [costes os cnis nicl oiereiera siete ots eiata oierere wae 7,899.44 
Notes and accounts receivable (including merchandise installment accounts 
due in more than one year), less reserve of $83,026.93.............--e000. 455,235.90 
Materials and supplies, priced at average cost............. Seah BHO Sek es 220,439.87 
Prepaymentse -csis.clemtermnncleieice send teatelanetel andes sauatale ects Tajqaleetene toe 31,084.83 


DEFERRED CHARGES: 
Debt discount and expense in process of amortization (including $1,078,267.85 
applicable to refunded issues in process of amortization over the original 


lives. of isuich. isgties) smcee ease ance ce ea tee eee ches cee as Sime vee $1,452,811.05 
Miscellaneotiste: 2 fctles mind sncat bee seins oie Cerin els et iereete eieistiet wareieis BRR chore ‘ 35,952.01 
Liabilities 


CAPITAL STOCK: 
Preferred stock, cumulative, no par value (liquidation value $100 per share) — 
First preferred stock, authorized 100,000 shares— 
$6.00 first preferred stock, issued and outstanding 20,453 shares..... $ 2,032,246.38 


$6.50 first preferred stock, issued and outstanding 3,577 shares..... 357,700.00 
$7.00 first preferred stock, issued and outstanding 14,512 shares..... 1,451,200.00 
$ 3,841,146.38 
$7.00 second preferred stock— 
Authorized and outstanding 12,478 shares...............6. East eite 1,247,800.00 
Common stock, $15 par value— 
Authorized 500,000 shares, issued and outstanding 412,000 shares........ 6,180,000.00 
Lonc-TErM Dest: 
First mortgage bonds, 334% series, due August 1, 1969..... as Satie $14,250,000.00 
Gold debenture bonds— 
6% series, due November 1, 1960.......... ais erehtivorengess ors etee Ti .widte ne 908,500.00 
5%. series due March 1) 19683 2.22 2 vaccsirc cathe emis siete camer eterna 1,442,000.00 
Municipal bonds assumed (less $4,500.00 included in current liabilities)..... 4,000.00 
CuRRENT LIABILITIES : 
Note payable’ ton bank 4 ck. Ritiocere tien © wlpters euclare e/s oarate ple tell nam eedeoneire teterate rs $ 775,000.00 
Accounts’ payable: acdSiceis stele o.afet.e «. & sie: nis ol etna ta Meee eae aoe ST Iae aves 73,359.25 
Long-term debt due ‘within one yearthl. -se)n2t sacs cen delesiee iene tee esas 4,500.00 
Accrued “interest Hess uice santo nck derek Cet tee Seas 259,480.01 
Accritedegeneral taxes sacsminems cece oe eects sere ac Seebiabe ote pe AAS Se sjerdeasee 396,465.84 
Federal ‘and’ State income taxes sans se «ease paste Pan tea eee eerste 1,459.79 
Customers’ security deposits and interest thereon........ PEPE Sareea 131,524.10 
Preferred dividends payable ($83,725.63) and miscellaneous........... Pe eae 105,857.34 
DEFERRED LAABILITINS ...\.\5<clsisv ase Rirerchle AP Aen ir AeA si savstalels BEE Aclete linve ore sisal Sieve AIG 
RESERVES : 
Depreciation (see note and auditors’ certificate) including $1,500,000.00 
appropriated, from lcapital “surpliits'™..... 0 csecee sosenete tees concen $ 2,899,869.22 
Injuries’ and. damages @as.cewareiee eee hee aes Usihis trio debe santana aeeiae 103,326.84 
Contingencies) ($106,863.83) "and! miscellaneoustea,. 4-2 selene cee eine nieeee ee 115,204.56 
CONTRIBUTIONS IN AID OF CONSTRUCTION............ SSDS AG w ale eieia,clorniaraaete aie ets\eies's santeisicic’ a ateana oat 
SURPLUS: 


Surplus not available for cash dividends under indenture securing First 
Mortgage Bonds (including $1,124,622.05 at date of organization and 


acquired from merged) compantes)im cee oe eean eeciinetien careers ne meene $ 1,604,842.16 
Earned surplus not restricted by indenture................ stelaiareicae eet Abr 854,339.07 


$30,584,216.42 


1,755,336.42 
32,256.95 


1,423,337.98 


1,488,763.06 


$35,283,910.84 


$11,268,946.38 


16,604,500.00 


1,747,646.33 
15,326.58 


3,118,400.62 
69,909.70 


2,459,181.23 


$35,283,910.84 


Note: The Uniform System of Accounts for electric utilities prescribed by the Federal Power Commission has been substan- 


tially adopted by the Company, although the Company disclaims jurisdiction by that Commission, 


This system of 


accounts requires that electric fixed capital shall be reclassified so as to record the original cost of proper 

first devoted to public service and that the difference between such original cost and the amount a ore — 
property is carried shall be segregated in separate fixed capital accounts and shall be depreciated, amortized or other- 
wise disposed of as the Commission may subsequently approve or direct. If the Company complies with this require- 
ment it is believed that such compliance might have a material effect on its accounts. Based on information available 
at this time, the amounts at which the properties of the Company and its predecessor companies had been recorded 
on their books were approximately $5,562,080 in excess of the original cost of such property. Of such amount approxi- 
mately $771,000 represents the excess of cost of investments, believed to have been acquired from nonaffiliated 
interests, over the underlying book value thereof at dates of acquisition and approximately $275,000 has been sub- 


sequently written off through retirements, sales or adjustments of property. 
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Tue Security NATIONAL BANK oF Sioux City, Iowa 


IOWA PUBLIC SERVICE COMPANY 


Sioux City, Iowa, March 10, 1939. 


To the Stockholders of 


Towa Pusiic Service COMPANY: 


The income account of your Company for the year 1938 compared with 1937, and the balance 
sheet as of December 31, 1938, are submitted herewith. 


Operating results of the past year require but little explanation. You will note from the 
income statement that small gains were recorded in the operating revenues of the electric and 
gas departments. The electric department, for the third consecutive year, established a new high 
record in the volume of sales with 105,094,542 KWH. sold in 1938 as against 100,546,371 KWH. 
in 1937. This is particularly gratifying in view of the unsatisfactory business conditions which 
prevailed quite generally during the past year. 


Carefully planned operating economies have brought about a reduction of $52,679.20 in the 
expenses of operation for 1938. On the other hand the Company increased its appropriation for 
depreciation from $445,945.95 to $546,309.38. The tax burden likewise increased again in 1938, to 
a total of $470,609.74 as compared to $452,639.42 in 1937. While the actual amount of the in- 
crease in taxes is not great, it serves to raise the total to more than 10% of operating revenues. 


These increases in the provision for depreciation and in tax costs exceeded the gain in operat- 
ing revenues and the reduction in the expenses of operation, with the result that net earnings were 
reduced $32,259.00 to a total of $1,418,695.40. Interest charges also were greater because of the 
interest on $1,000,000 additional First Mortgage 5% bonds sold during the course of the previous 
year and not fully reflected in the 1937 income account. As a net result of these various factors 
the final figure of $542,386.78 net income is $66,539.04 below that of the preceding year. 


The additional 13,000 horse-power generating unit which was under construction at the 
Waterloo power plant a year ago, has been completed and put into regular operation. Actual 
experience for the few months of operation indicates that the economies anticipated from this 
installation will be realized. The Company now has some 6,000 horse-power of surplus capacity 
available for sale in Waterloo and vicinity, where the market for energy is growing rapidly, in 
line with the growth of population which is estimated by some observers at 5,000 over the past five 
years in the City of Waterloo alone. 


Among the concrete accomplishments of the past year a gain of 1,275 electric customers may 
be cited. Of these, 907 were rural consumers. At December 31, 1938 your Company was serving 
64,152 electric customers of which 6,031, or more than 9%, were rural consumers. 


Late in 1938 the Company sold $300,000 principal amount of its First Mortgage 5% bonds 
due in 1957 at a price of 101%, to reimburse its treasury in part for the cost of rural extensions 
and other new capital expenditures previously made. This increase in the funded debt was partly 
offset, however, by retirement of $64,500 of bonds of the same issue through operation of the 
sinking fund and by the retirement of $29,000 of assumed bonds which matured during the year. 
At the close of the year, also, the sum of $64,116.27 was on deposit in the sinking fund, available 
for further retirements of First Mortgage 5% bonds. 


The Company’s uninterrupted dividend record on the several classes and series of preferred 
stock was maintained during 1938. Surplus earnings for the year, after deducting $334,902.24 in 
preferred dividends, amounted to $207,484.54. The cash requirements for new facilities and exten- 
sion of service continued so heavy, however, that all surplus earnings over and above preferred 
dividend requirements were reinvested in the business and no dividends were declared on the 
common stock. 


In summary it may fairly be said that, while the operating results of 1938 show no net im- 
provement, the foundations have been laid for further progress with a return of more favorable 
general business conditions. In all of their efforts to promote economy and improve the Com- 
pany’s efficiency as a public servant, your officers have had the loyal cooperation of the Company’s 
employees. 


Respectfully submitted, 


G. A. NEAL, 


President. 


IOWA PUBLIC SERVICE COMPANY 


ARTHUR ANDERSEN & CoO. 


ACCOUNTANTS AND AUDITORS 


To THE Boarp or Directors, 
Iowa Pusiic Service CoMPAny: 


We have made an examination of the balance sheet of Iowa Pusric Service Company (a 
Delaware corporation) as at December 31, 1938 and of the statements of income and surplus for 
the year ended that date. In connection therewith, we examined or tested accounting records of 
the company and other supporting evidence and obtained information and explanations from 
officers and employees of the company; we also made a-general review of the accounting methods 
and of the operating and income accounts for the year, but we did not make a detailed audit of 
the transactions. 


Subject to the adequacy of the provision and reserve for depreciation, in our opinion, based 
upon the examination referred to above, the accompanying balance sheet and statements of income 
and surplus fairly present, in accordance with accepted principles of accounting consistently main- 
tained by the company during the year under review, the financial position of the company at 
December 31, 1938 and the results of its operations for the year ended that date. 


Chicago, Illinois, ARTHUR ANDERSEN & CO. 
February 4, 1939. 
STATEMENT OF INCOME FOR YEARS ENDED DECEMBER 31 


(Subsidiary company not consolidated herein) : 
OPERATING REVENUES: 1938 1937 


LBA ates. US Sha Ca tatoa SEG ORGS CORSE HADES SEO D > GIS Ali Oi SEirs ace Seine eine $3,814,811.11  $3,771,077.94 

LEI DCL etl ad ee TOR ITER RRB UCISILAET ORM OPT ths Oe, A iy a Pa aa 696,978.03 688,443. 

CNGEGaL, SUBSITE Valb Leten ees Oh Romig letra hh A SRRTNS ae DURE RG At one hine r nme ear om 107,846.13 116,349.72 
BL OtalmQDenatIIIO TEVEMes urea isie tls, o-draleunre intese. at@ioas everche. ossubieeovtes ators $4,619,635.27  — $4,575,871.14 


OPERATING EXPENSES AND TAXES: 
Operation (including power purchased from affiliated company, $199,810.28 


EL OPER ODL2/ tl LOSS ) es roiners < 3-2 ore at. oo aie/oys, ¢idie are eine hecg.a ei siieis.a.s ane $1,933,156.17  $1,985,835.37 
Ulises beet eid © comment rayya ots ease cic, eleva: s/c au taxes ae, os sascelmn sfebe Cigimiale- sla ie gin oepsyavdeleteve if 6 286,267.52 
Provision for depreciation (see Note and auditors’ certificate)............ 546,309.38 445,945.95 
Get ret an teeter Toa). o¥ acl rates Sisk s: ocafase° tees. wale. lois o ioiaieia ellis avd elevstelnicis wretecerensivinne 406,968.27 387,398.36 
HederamangrmrateMiTiCGIe TAXES) ois ai oie aso oon c.e.s sieeve snes adeewins cule hess 63,641.47 65,241.06 

Pavoperatine expenses and taxes..o.. .cc<esceew ys cows swe ses cies $3,216,264.15  $3,170,688.26 
IN GGMeRMIIIeS ICOM OPEratiONs 6. cc. -0 csnacw sine seen ce cmanteeeniee $1,403,371.12  $1,405,182.88 

Oruer Incomes (including interest and dividends from affiliated companies of 
Ano RG NTR TERRA IMECT Toctele cle § ster ot afe sik 0.16 00s @ Bee nolce «eit nels cose sede sce os eee 15,324.28 45,771.52 
INESPMMECENTIEA NEL Stage rere ein Siac Cicleie Sree sielerai orate thief eP sist dss ie e acelareete as $1,418,695.40 $1,450,954.40 

INTEREST CHARGES: 

TTLCTEStHOIE FUNGEU GED ys oo yace awe hc Galscle sa cee cine sae deecivie sce acnsene $ 845,244.24 $ 825,726.21 
Unferest OUPUNTUTGER HAEDE. oe sictiele.o s1s oie nectne oaeee Cate ORE 6 ccthlae neue eeeeee 9,437.03 6,953.79 
Amortization of bond discount and expense............cccesccscccecceces 38,727.16 38,844.06 
$ 893,408.43 $ 871,524.06 
Teess—Interest) charged £0) CONSEMUICH OM sy 4, 4 61sec fois viele ie oe «tis «in cicip ese’ 17,099.81 29,495.48 
Totalrinterest chiar @esmeteriis «ie 5 < ciereisalbre a/b a.erd og rey oilsla, eceeaveaioisteeisuayate $ 876,308.62 $$ 842,028.58 
INGE INCOTINGL «Sate eters, ciel cierd cave. sore oteP foe nBNa see chatole aie Mister Melero Siete b's sie oi $ 542,386.78  $ 608,925.82 


Nore: During 1937 and 1938 the company has followed the depreciation principle of accounting and, pending a study of its 
property account and depreciation requirements, has provided $445,945.95 and $546,309.38, respectively, for depre- 
ciation for those years. The deductions for depreciation in the Federal income tax returns are substantially more than 
the provisions for depreciation in the above income accounts. 


STATEMENT OF SURPLUS ACCOUNTS 
For the Year Ended December 31, 1938 


(Subsidiary company not consolidated herein) 
EARNED SURPLUS NOT RESTRICTED BY INDENTURE 


IBAUANCH, IDECEMBOR@O], 19377 (Jo... sale ce = ae elstelestbectere tele inieiele «is Ge leat, clas »syale $309,710.88 
App—Net income—per statement of incOMe.......00....cccccsesscccect voces $542,386.78 
Less—Dividends— 
Birst preferred Stock. ces no nee tate vette mery ciorels cates ese $247,556.24 
Seconda pre terred TStOClots ac atinc sor os tee ssieeimstarasraiale 87,346.00 334,902.24 207,484.54 
$517,195.42 
DEpuct—Miscellaneous direct surplus itemS.............2..ccc csc cccescteeeees 4,873.13 
BALANCE, DECEMBER 31, 1938 602 cu. once cece seele eatin sc evie ce vis nig eelay sees $512,322.29 


SURPLUS NOT AVAILABLE FOR CASH DIVIDENDS UNDER 
INDENTURE SECURING FIRST MORTGAGE BONDS 


BaLance, DeceMBER 31, 1937: 


Surplus at date of organization.......... fe eeesscteecen tence eeeeercceseees $1,028,980.82 
Surplus since date of organization (imcluding, $95,641.23 in respect of surplus 
of merged companies at dates of acquisition)...........-seeeeseeeeeees 563,509.17 $1,592,489.99 
ApD: 
Overaccrital 1936,,.ceceral’ 1cCore ak vace aerssatetei store x win'oiel ciao sfatalaia\ay« siete + Jeiérers $ 17,967.29 
Less—Miscellaneous direct surplus items. 0.0.0... .csesccvee cere cctvesacee 4,347.62 13,619.67 
BALANCE, DECEMBER 31, 1938.......ccccecescceecerecccceneenenseceeserneenens $1,606, 109.66 


~IOWA PUBLIC SERVICE COMPANY 


‘(Subsidiary company not consolidated herein) 
BALANCE SHEET—DECEMBER 31, 1938 


Assets 
Utrmity Piant (Including intangibles) : 

At amounts recorded for properties acquired as entireties (determined on 
the basis of stated value of securities issued, cash paid, liabilities assumed, 
and, in the case of an important acquisition, determined by the amounts 
carried on the books of the predecessor owners) plus subsequent additions 
at cost, less retirements. Based upon the segregation maintained in the 
detailed property records of the company, organization expenses and other 
intangibles included in the property account amount to $3,199,026.46. 
(See Note) ela va cae tere scene see rien Dietetics oLate ne seen aeoetan tse tecesecescsrncess SLO OE h bees 


INVESTMENTS, At cost, which does not purport to represent present market or 
realizable values: 


Common stock of subsidiary company (100% ownership).............. SOI PLP YAN) 

Common stock of parent company—14.32% interest.............ceececeeees 1,133,579.83 

Miscellaneotis: “S2e.85% deaitamcccite tw ss ce blelvitee sates ele eaple ce@eun ee ements 33,868.80 1,764,979.33 
SINKING. FUNDS \ AND | SPECEAT, V DEPOSITS 3)... duatuttete as tteie «esters urateteea's eisiete ot entola tare ote aratetab atten. eee 76,702.65 
DEFERRED CHARGES : 

Bond discount and expense in process of amortization.............-.e+e0e: $ 774,546.39 

Unamortized cost of appliances rented under optional sales contracts...... 49,495.93 

Miscellaneous! os yon de cio Siileis Saicvm -Rateeivaled «Site ord ebremieile att oman sentesete weit 6,316.35 830,358.67 
Current ASSETS : 

Cast i cicistte cob cee nieltltes hehe ctiee om onto Ue cee ce aaticcn sei oL ele mine ere $ 402,934.20 

U.S: (Government ‘securities, at ‘Costs sfa.s)- des ae as snes cies aletleslsjeelgeiiees 15,960.04 


Notes and accounts receivable (including merchandise installment accounts 
due in more than one year and $23,324.82 due from affiliates), less reserve 


OF $87,S7EG7 Oi eles loc tne eae eee aes ee uae ote oe ities th elemere staerentes 479,385.73 
Materials and supplies—quantities and condition determined by the com- 
pany—priced "at: average) COSUs st .aisic suds ners ceteeie sterseteeesteiers mismrtoyeieters 251,868.51 
Prepayments) yates oe ste «pile wl statele deals ales ha aie cvatsietatatsicrsiarstons aterovyrere ee eLaeaes elerere 10,802.46 1,160,950.94 
$33,773,153.85 
Liabilities 
CAPITAL STOCK: 
Preferred stock, cumulative, no-par value (liquidation value $100 per share) — 
First preferred stock—authorized 100,000 shares— 
$6.00 first preferred stock, issued 21,682 shares, less 1,229 shares held 
in treaSUryn sie <i ele « RA AHA aa nS SAL, GAs A OO da Sals'sleleletere wevcsess  § 2,0Gc 240108 
$6.50 first preferred stock, issued 3,980 shares, less 403 shares held 
Ay tLERSUTY Lic. ouisleibiets dc te haee ge Cemeeeis oninileem c em nee eae ee a 357,700.00 
$7.00 first preferred stock, issued 15,271 shares, less 759 shares held 
An VEFOASUTY: 25 too he cies Sethi senses ats eee Ge elo ere alate tin aen aieerretete 1,451,200.00 
$ 3,841,146.38 
$7.00 second preferred stock— 
Authorized and outstanding 12,478 shares.............cecceceeeess 1,247,800.00 
Common stock, $15 par value— 
Authorized 500,000 shares, outstanding 412,000 shares.................. 6,180,000.00 $11,268,946.38 
FunpEep Dest: 
First Mortgage Gold Bonds— 
5% Series, due June 1, 1957 (less $5,000.00 held in 
ELEASUTY Jo lier asics e ceia stein eve arsicisi reyes ie Res eae tasters tee $11,976,500.00 
514% Series, due September 1, 1959.................. 2,300,000.00 $14,276,500.00 
Gold Debenture Bonds— 
6% Series, due November 1, 1960...............cceeee $ 908,500.00 
5% Series, due March 1, 1968 (less $58,000.00 held in 
treasury) fe scien eee castle ase as eeeeteras ates 1,442,000.00 2,350,500.00 
First Mortgage 6% Gold Bonds of merged company (less $17,500.00 included 
in clirrent liabiligtes)” .Qeics crs <n tseioe ie sere oeimans ememateioe see arctan 18,500.00 
Municipal bonds assumed (less $1,500.00 included in current liabilities)..... 11,500.00  16,657,000.00 
CurrENT LIABILITIES : 
Accounts: payable ($19'217.09 ‘tov athliates)) se . ccs euieie eines ee eels etelomare omen $ 113,464.16 
Funded debt due within one*yearse. .stiacs <cceas decisions sere neritic lens cre 19,000.00 
Accrtied “interest: 200% hs db te leiie ciceslelows Se meen Sie pertinence atom wee 125,557.12 
Accrued: general taxes (<i icici +4 sls ss sate ¢.scscls «steht sire a creleltan@nieienoene ole rive 328,247.94 
Federal and State income; taxes :..8% 2.4 ster tonite tei. tee een ee eee 82,458.12 
Consumers’ security deposits and interest thereon.............cscceeceeess 118,663.67 
Preferred dividends payable ($61,889.10) and miscellaneous............... 89,755.16 877,146.17 
RESERVES : 
Depreciation (see Note and auditors’ certificate), including $1,500,000.00 
appropriatedstrom: capital surplus ymeceiae ae ee oe eee eee anions . $ 2,584,048.72 
Injuries:.and damages. scauc cateeieaciota ste aie ok leeileeete aa ore in eae ener 107,344.51 
Contingencies ($106,863.83) and miscellaneous................-eeeececeeeee 160,236.12 2,851,629.35 
SURPLUS: 
Surplus not available for cash dividends under indenture securing First 
Mortgage Bonds (including $1,124,622.05 at date of organization and 
acquired from merged companies) — (further restricted to extent of 
$238,315.62, account of reacquired preferred stock, until such stock is 
disposed'of ‘or retired) Youu .cieh aia sees cals als oe isioeieeteeieloe SU tise shalt cticgts $ 1,606,109.66 
Earned surplus not restricted by indenture.................0.cececceeeees 512,322.29 2,118,431.95 
$33,773,153.85 


Nore: The Uniform System of Accounts prescribed by the Federal Power Commission as of January 1, 1937 has been sub- 
stantially adopted by the company, although the company disclaims jurisdiction by that Commission. This system of 
accounts requires that electric fixed capital shall be reclassified so as to record the original cost of property when 
first devoted to public service and that the difference between such original cost and the amount at which such 
property is carried shall be segregated in separate fixed capital accounts and shall be depreciated, amortized or other- 
wise disposed of as the Commission may subsequently approve or direct. If the company complies with this require- 
ment of the Uniform System of Accounts prescribed by the Federal Power Commission it is believed that such compliance 
might have a material effect on its accounta. 
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IOWA PUBLIC SERVICE COMP 
Annual Report— Year 1937 


Sioux City, Iowa, March 8, 1938. 
To the Stockholders of 
IOWA PUBLIC SERVICE COMPANY: 


At the date of the last annual report your Company had pending a plan for 
refunding its mortgage debt and raising additional funds for construction pur- 
poses. This plan was finally abandoned because of unfavorable market conditions 
and the major portion of the Company’s new money requirements was obtained 
through private sale at par of $1,000,000 additional First Mortgage 5s due 1957, 
to an insurance company. In connection with this financing the Company agreed 
to certain modifications and restrictions in its First Mortgage Indenture. 

From the standpoint of the stockholder the most important change in the in- 
denture is a covenant to pay no cash dividends on the capital stock except out of 
surplus earned subsequent to December 31, 1936, (except that $88,000 in preferred 
dividends may be paid out of such prior surplus). You will note on the balance 
sheet that a portion of the surplus has been segregated as “restricted surplus” in 
accordance with this provision. Other changes include reduction from 75% to 
70% in the proportion of First Mortgage bonds issuable against property additions 
and then only after $1,000,000 has been expended for property additions subse- 
quent to December 31, 1936; the creation of a maintenance and improvement 
fund for which the Company is to account to the Trustee; and an agreement to 
expend for maintenance or credit to retirement reserve, etc., commencing with 
the calendar year 1937, not less than 16% of operating revenues derived from the 
mortgaged properties. 

While these new restrictions are somewhat burdensome, it will be apparent 
that such conservative policies followed consistently over a period of years cannot 
fail to improve the investment status of the Company’s securities with corre- 
sponding benefit to the Company in financing future requirements. 

Turning to the income statement for 1937, you will see that the Company 
has recorded a moderate but encouraging improvement over the results of 1936. 
The electric department, with operating revenues of $3,771,077.94, shows a gain 
of about 3% over the previous year. A corresponding increase in electric sales 
to 100,546,371 kilowatt-hours, established a new peak for annual electric sales 
by the Company. This showing is the more creditable in view of substantial 
general rate reductions put into effect during the year. The sale for cash of the 
Company’s electric properties at Manning in September should be mentioned. 

The gas department made somewhat better progress. Operating revenues 
for 1937 were $688,443.48 against $644,283.49 — a gain of nearly 7%. Sales of 
gas amounted to 769,064,500 cubic feet, which was nearly 8% above 1936, and 
likewise established a new high record for gas sales by the Company. It may be 
of interest to note that the old water-gas plant at Hampton was replaced in 
September by a modern semi-automatic propane plant. Of the twelve communities 
supplied with gas, seven are served with natural gas purchased at wholesale, two 
with butane, one with propane and two with carburetted water gas. 

Operating expenses have increased slightly out of proportion to the gain in 
operating revenues, largely because of higher fuel costs. If maintenance ex- 
penditures of $286,267.52 are combined with the $445,945.95 provision for 
depreciation, the resulting total of $732,213.47 amounts to 16% of operating 
revenues — the percentage which the Company has agreed to expend or reserve 
for these purposes under its amended First Mortgage Indenture. 

Taxes continue their alarming upward trend. For 1937 the estimate of all 
taxes amounts to $452,639.42 as against $438,030.51 in the previous year. At the 
1937 high level in the Company’s history, taxes represent 9.9% of operating 
revenues. In contrast to wages and salaries, which averaged $1,417 per employee 
in 1937, taxes averaged $566 per employee. In the electric department alone, 
which is exceptionally burdened with the 3% Federal excise tax, the 1937 taxes 
amount to 10.4% of operating revenues; or nearly four-tenths of a cent per 
kilowatt-hour out of an average of 334¢ received per kilowatt-hour. 

As noted heretofore there was a gross increase of $1,000,000 in the funded 
debt during 1937. Partially offsetting this increase, however, were sinking fund 
and other retirements of $243,000, hence the net increase in funded debt has 
been $757,000. 

Thus the past year has been a fairly satisfactory one in which some measure- 
able improvement has been accomplished. The new high pressure unit of 10,000 
Kw. capacity at the Waterloo generating station will soon be in commercial 
operation, assuring adequate facilities to meet the growth of demand in the 
eastern division for some little time to come and promising fuel economies which 
should help to minimize the effects of rising fuel costs. As a result of the mer- 
chandising efforts on the part of the Company and local dealers, 774 electric 
ranges and 472 electric water heaters have been sold to customers during the 
year, while dealers, with the Company’s cooperation, have sold 3,982 electric 
refrigerators in our territory. Such intensive distribution of new appliances can 
be counted upon to add stimulus to the demand for our service. In all of these 
accomplishments your officers cannot give too much credit to the rank and file 
of the Company’s employees for their helpfulness and loyal cooperation, 


Respectfully submitted, 
B. J. PRICE, President. 


IOWA PUBLIC SERVICE COMPANY 


(Subsidiary company not consolidated herein) 


BALANCE SHEET—DECEMBER 31, 1937 


Assets 
Pian’t, Property, RicHts, FRANCHISES, Eyre. : ‘ } 
Stated at amounts ‘recorded for properties acquired as entireties (determined 
on the basis of stated value of securities issued, cash paid, liabilities 
assumed, and, in the case of an important acquisition, determined by the 
amounts carried on the books of the predecessor owners) plus subse- 
quent additions at cost, less retirements. Based upon the segregation 
maintained in the detailed property records of the company, organization 
expenses and other intangibles included in the property account amount 
to $3,202,936.96. (See footnote to statement of income)...........eeee ssc cee e eee eee $29,285,039.08 
INVESTMEN’'S, AT Cost, which does not purport to represent present market or 
realizable values: 


Common stock of subsidiary company (wholly-owned)..............-. $ 597,530.70 
Common stock of parent company—14.32% interest................--. 1,133,579.83 
Common stock of mutualifservice companye... chs «Hel. cis oo aisiee = 6 = 6,720.00 
Miscellaneous, investments, An. ss cou biaciie Rae cise pleuacheicey a ae teaser 29,884.54 1,767,715.07 
Sinkinc Funps AND SPECIAL Deposits : 
U. S. Government sectinities, tab iCOst wana ee tri act any at ee RA Seren fe 60m $ 18,706.83 
Sinking (ands) crassa steetsets eetener es BRS rics dec teria ay arc 18,030.50 
Proceeds of sale of property deposited with Trustee....................-, 110,915.78 
Miscellaneous) special deposits fiz eiew 2c). cyetes @ <otate point carelaeiets eed lease ____ 6,887.02 154,540.13 
Bonp Discount AND EXPENSE IN PROCESS OF AMORTIZATION,...<.....0+002+ce cee csqeeees scenes 816,552.43 
Preeaip ACCOUNTS AND DEFERRED CHARGES: 
Prepaid isiurance. wr -siage <2 sctreelte ee Sake sicsvstete ete oye mete cuaVer tebare Peja tereehcae $ 20,807.56 
Balances aniclosed® banks. Voss sce ee as cee te a tee ee cieare ieee $ 41,338.00 
Less—Reserve for estimated losses in closed banks...... 37,471.64 3,866.36 
Unamortized cost of appliances rented under optional sales contracts...... 54,282.24 
Miscellaneous prepaid and deferred items... ....:..clocceesserc-s eines sens 23,153.31 102,109.47 
Curren? ASSETS: 
Cash ins bankssand on bandon sik seri ire aceite seen $471,345.29 
Working: futid st oe tle toe cc sce thetietel atsermce's these ea ee mea recia toescar eee 25,891.02 $ 497,236.31 
U.S. Government Secutities; at coste cc eect mice sate mailman ae 4,178.62 
Notes (receivable 28 vicindscis aaa oeming a teaiere ie ation $ 2,473.06 
Accounts receivable— 
SErVaCOte veeicshee | steidhe HAG Laos Fone Ee oe 427,163.40 
Merchandiset ta. caace eect nts tet c itine t iees aeerte aerate 86,634.26 
Miscellaneous” 2.222 8. cote e es tes « teh ein ae oe 18,396.49 
Se $534,667.21 : 
Less—Reserve for uncollectible notes and accounts...... 89,331.11 445,336.10 
Due from affiliated companies—current accounts.............cceeecesesees 22,757.91 
Materials and supplies, stated at average cost—quantities and condition as 
determined by the managementtt... ccc sca tte coed tio: ean eee 348,265.49 1,317,774.43 
«3985 443,730.61 
Liabilities 


CaprrraL STOCK: 
Preferred stock, cumulative, no-par value (liquidation value $100 per share) — 
First preferred stock—authorized 100,000 shares— 


$6.00 first preferred stock, issued 21,682 shares...... $ 2,154,362.00 

Less—1,229 shares held in treasury............. 122,115.62 $ 2,032,246.38 
$6.50 first preferred stock, issued 3,980 shares....... $ 398,000.00 

Less—403 shares held in treasury..............- ____ 40,300.00 357,700.00 
$7.00 first preferred stock, issued 15,271 shares...... $ 1,527,100.00 

Less—/59 shares held in treasury............... 75,900.00 1,451,200.00 


$ 3,841,146.38 
$7.00 second preferred stock— 
Authorized and outstanding, 12478 “sharesso. 2. sue ei reece ie 1,247,800.00 
Common stock, $15 par value— 
Authorized 500,000 shares 
Outstanding s-412:000 ishares\esns arinat..» tariabie =.» sla cinet te meee Meee tonto 6,180,000.00  $11,268,946.38 
FuNDED DEBT: 
First Mortgage Gold Bonds— 
5% Series, due June 1, 1957 (less $5,000.00 principal 


AMOUNT An treastiry,) acts neti stem nee eee $11,741 ,000.00 
5% % Series, due September 1, 1959.................0- 2,300,000.00  $14,041,000.00 
Gold Debenture Bonds— 
6%, Series, due November 1, 1960.............0.s000cu $ 908,500.00 
5% Series, due March 1, 1968 (less $58,000.00 principal 
SMOUNE AIGtKeASMITY ites Gutter sain Meee ae ae 1,442,000.00 2,350,500.00 
lirst ‘Mortgage 6% Gold Bonds of merged company (exclusive of 
$17,50000 included in current liabilities). 25 5/2..e0e. doce eee neces 36,000.00 
Municipal bonds assumed (exclusive of $1,500.00 included in current 
Liabilities igi asst astcaretppacicg sta fe seidekeeyen nee eka ricec tatty tee one eee ee 23,000.00  16,450,500.00 


DEFERRED LIABILITIES : 
Consumers’ security and extension deposits and accrued interest thereon.... $ 113,213.48 


Miscellandots 90.1; Poised: Votvsltetbn sevistels tetas cee ate at see tie oR ere eee 2,500.00 115,713.48 
CURRENT LIABILITIES : a ; 
Notesspayabley jie sata win eee as ara RRAY Ie SRS ea aI es $ 61,322.25 
AOCOUNS: PAV ADE craiclene oe arsiere ote Metaeeic or aieretche terete lo tel eve amare en ee 190,098.03 
Eunded idebtiducewithitt onetyear en. secu tinee cen eeoen ae emer 19,000.00 
Accrued interestnes, Jets AL etek, de ete nee net eter er ee Te 125,503.10 
Accrued taxes— ; 
Gértierall sy Beit hie Sie sigss  Scchese orsteeetete | Yona toe eex a crenarcteratans $ 306,830.95 
Federal and state income (subject to review by U. S. 
Treasury and state revenue departments)........... 85,630.05 392,461.00 
Due to affliated company—current account............-ceccoccsccce eta 20,154.69 
Preferred! dividends #payablekAn:,.ecatee Seek ee ee ee ee 61.889.02 
Other ‘current Miabilities ait... laos. Baus..¥eacais.t. St Ao eee ee 21,277.05 891,705.14 
RESERVES : 
Reserves for depreciation (see footnote to statement of income and auditors’ 
report), including $1,500,000.00 appropriated from capital surplus........ $ 2,564,640.60 
Reserve’ tor injuries rand sdamagesi ye atone ioe nee ee nn meee "103,970.27 
Reserve forMcontingencies! Tasha sn tear «eset n cet eee cea 106,863.83 
863. 
Other seserves itis diyal. Apemmteatedi akc tetete COLE We rine eee GA: BER NG 39,190.04 2,814,664.74 
SURPLUS: . 
Surplus not available for cash dividends under indenture securing first 
mortgage bonds (includes surplus at date of organization of $1,028,980.82 
and $95,641.23 in respect of surplus of merged companies at dates of 
acquisition)—(this surplus is further restricted to the extent of 
$238,315.62, representing the stated value of reacquired preferred stock, 
until ‘such stock is idisposed ioftvorunetined)n.uiaeee ueme nie selene $ 1,592,489.99 
Earned surplus not restricted by indenture. ....../..<cciseccesessseucehe.. 309,710.88 1,902,200.87 


$33,443,730.61 


IOWA PUBLIC SERVICE COMPANY 


(Subsidiary company not consolidated herein) 


STATEMENT OF INCOME FOR YEARS ENDED DECEMBER 31 
Gross EARNINGS: 1937 1936 
Operating revenues— 
Bilectricedeparticent eat mya eee adn acre eet: te ahin core scctea setae $3,771,077.94  $3,664,049.65 
GAS EGE PALUME Nt ts cto taere Paste Eve et ese siee s rere wisi ein rare wiereneale aie 688,443.48 644,283.49 
Steains Cepart iment. 1.1 ons te orate ae ely eere fot iets, ates suture ae 85,338.51 85,955.65 
Waters department ..1.1.. scenic pean. tettiteimine vate ien cians 24,676.94 24,887.60 
MEG Ge par ernenltweprestece. tae eter nt ectet here clarcie nt ale see sechisaviedr ous ove tle deere 6,334.27 7,976.53 
ROtAILOREStINy TOVEMNCE 28 olin gee Se opacity + amndye dnote tdees $4,575,871.14  $4,427,152.92 
Nonoperating revenues—net (including interest and dividends from affiliated 
companies of $21,508.06 in 1937 and $16,912.50 in 1936)...............5. 45,771.52 38,210.84 
i OtalegTOSSe cArUINO Ge. MARR eels ae cfc ie one eden ada $4,621,642.66 $4,465,363.76 
OPERATING EXPENSES AND TAXEs: 
Operation: 4.97.2. 2 dr ohta ge ue usta «ant, Oa ayratte atts «jing ye paps Ay «s $1,985,835.37  $1,907,786.06 
Maintenance ....... Hats 4:2. Ye Webee te 706 ier Aes, Joe cp monn Ae ooh 4 ape Aer 286,267.52 308,513.61 
Provision for depreciation in 1937 and for retirement reserve in 1936 (see 
note! below sande auditors repork)ayie =.) ene tine Gee noes 445,945.95 400,000.00 
Generalitaxes e ycrsosscnc mire iNet sie i eel te oicrein I dots cp testa 387,398.36 366,943.56 
Federal and state income taxes (no surtax on undistributed profits payable) 65,241.06 71,086.95 
‘Lotallsoperatinge expenses. and) faxes. so; ..a sac. ancachieae>cieesceae $3,170,688.26  $3,054,330.18 
IMeGinea TIM OS: swear falters) «erste oi tieiaseucine nueraiieieue sists eve cies misiola cyaeaesimeied $1,450,954.40 —_ $1,411,033.58 
INTEREST CHARGES : 
Juterest opmundeduceD t mremrarthwemesce mite cite hree wala ieat ate eae ak $ 825,726.21 $ 810,388.52 
dinte resteonmuniiun ded debt) stacaenras aesckee scl e see ates eas ate cae 6,953.79 6,755.23 
Amortization of bond discount and expense ....2.....scsccnescacesevcccce 38,844.06 38,855.15 
; $ 871,524.06 $ 855,998.90 
Less—Interest charged to cComstruction .....0...0000000scccevcsccccsvesvcc 29,495.48 4,762.59 
PUOLAMMDLETeSts CHANL ES sie Ae ayeroalercaista ere cist tits Meteieascenace clersiefarcre oe $ 842,028.58  $ 851,236.31 
INGER COMIC mace tsciee ea Met oe are ren eee Eee Devan oedema gates cie $ 608,925.82  $ 559,797.27 


Nove: 


The company, in its accounts and financial statements, has heretofore followed the retirement-reserve 


method of providing for property retired from service. 


During the year 1937 the company changed 


to depreciation accounting and, pending a study of its depreciation requirements, provided $445,945.95 
from income during 1937 for depreciation. In the Federal income-tax return for the year 1936, the 
company deducted $652,896.29 for depreciation, computed on the basis of age and estimated life of de- 
preciable property as allowed by the United States Treasury Department, and it is estimated that, on 
the same basis, approximately the same amount will be deducted in the return for the year 1937. 
Inffective January 1, 1937, the Federal Power Commission prescribed a Uniform System of Accounts which 
requires, among other things, that electric fixed capital be classified and maintained at the “original 
cost” (estimated if not known) at date first deyoted to public use, and that the difference between such 
“original cost” and the amount at which such property is carried shall be segregated in separate fixed 
capital adjustment accounts and shall be depreciated, amortized, or otherwise disposed of as the Com- 
mission may subsequently approve or direct. The company disclaims that it is subject to the jurisdiction 
of the Federal Power Commission, but if its position in this respect is not sustained and it is required 


to adopt such Uniform System of Accounts it is believed that such adoption might have a material effect 


on its accounts. 


SUMMARY OF SURPLUS ACCOUNTS 
For the Year Ended December 31, 1937 


EARNED SURPLUS NOT RESTRICTED BY INDENTURE 


purelis, Wecetmmens.,. 1950) (per previous report)... 0s oon ces ssn vin eed ny oe hes siep aaa eOde sa 
Add—lItems applicable to prior years (adjustment of Federal income taxes, etc.).............+- 


Deduct—Amount transferred to surplus not available for cash dividends under 
indenture securing first mortgage bonds (represents surplus at December 


$ 602,182.14 
45,329.41 


$ 647,511.55 


Sil O3Gsaskadsusted, pless) p80, 00000!) rercrcleinyaterclereies lois Savers ors sieuslaiatera oilers acta eitcRAVaehohsteyecstsfeyslaitea’ 559,511.55 
Earned surplus not restricted by indenture, December 31, 1936...............cceeeccececescees $ 88,000.00 
Wdd—Netuincome-—-per statement Of 1MCOME. vacas selec cis s+ rele nials/s sve se Race oy eine « 608,925.82 

$ 696,925.82 
Deduct: 
Dividends— 
rSee DECLETLE CE STOCK gan aietio- Ni. a) icttelaeaeen me) Jorsielster sie tarenets $247,556.13 
Secon diepretemme daistockeg iat. aches sieleoisiegalelele tata «etait atolls 87,346.00 $334,902.13 
Expenses in connection with unused application for registration of securities 
with the Securities and Exchange ies, ae Roe ate wee 39,250.07 
Excess of cost over principal amount of bonds reacquired and unamortizec 
> bond discount and expense applicable thereto................eeeeeeeee 13,062.74 387,214.94 
Earned surplus not restricted by indenture, December 31, 1937........... 2.0200 seeeseeeeeeees $ 309,710.88 
SURPLUS NOT AVAILABLE FOR CASH DIVIDENDS UNDER 
INDENTURE SECURING FIRST MORTGAGE BONDS 
Surpl t date of organization..........- Sette asec ec cece seen eset eeeaete test eset sete nets ers $1,028,980.82 
Surplus Secs date of organization (including $95,641.23 in respect of surplus of 

merged companies at dates of ACH UISICL ON gy AS EAOV Cote arsletaleral fel stale elelccetalaisin ately fet = etsinge later = 559,511.55 
Excess of stated value of first preferred stock in treasury over cost AILER COM aca. ctete 5 otesoicfeas) castes capoie 3,997.62 
Balance, December 31, 1937........seece cesses eeneceeec tes eensseeeeseer ersten esse cess ennnees $1,592,489.99 


ARTHUR ANDERSEN & CO. 


ACCOUNTANTS AND AUDITORS 


To THE BoarpD or DIRECTORS, 
Towa Pusiic SERVICE COMPANY: 


balance sheet of Iowa Public Service Company 


> inati th 
We: have meds an exainin son een of income and surplus for the year ended that date. 


December 31, 1937, and of the statement 


(a Delaware corporation) | 
In connection therewith, we 


as at 


i i records of the company and other supporting evidence and obtained information and explana- 
pg ae as pete of the company; we also made a general review of the accounting methods and of the 


operating and income accounts for the year, but we did not make a detailed audit of the transactions. 


j isi f the reserve for 
Subject to the adequacy of the provision and o 
Decied ts above, the accompanying balance sheet and 


depreciation, in our opinion, based upon the examination 
related statement of income and surplus fairly present, in accordance 


with accepted principles of accounting consistently maintained (except for the change from retirement to depreciation account- 


i as set forth in the footnote to the 
caeuin: of the company at December 31, 


New York, N. Y., 
February 5, 1938. 


(Released—March 1, 1938) 


1937 and the results of its operations for the year ended that date. 


statement of income) by the company during the year under. review, the financial 


ARTHUR ANDERSEN & CO. 


IOWA PUBLIC SERVICE COMPANY 


Board of Directors 


B.4j. Perce 
C. R. Beppows E. C. MILLer 
C. I. CriprEN G. A. NEAL 
W. L. HAEHNLEN Mark PENDLETON 


Executive Officers 


Bry PRice: ) - = - - - = - - President 
G. A. NEAL om I - Vice President & General Manager 
C. 1. Crippen - soetiee - - - - - Vice President 
Mark PENDLETON -~ - - - - - - Vice President 
C. R. Beppows - - = - - Vice President & Comptroller 
W. N. Porter - - = - - - Secretary & Treasurer 
J. C. Forsytu - - = - - - - Assistant Secretary 
H. B. MayNnarp - + - - - - Assistant Secretary 
R. B. SEARING - Se - Asst. Secretary & Asst. Treasurer 


W. A. CLEARY - - = - - - - Assistant Treasurer 


Stock Transfer Agent 


Iowa Pusiic SERVICE Company, Sioux City, Iowa 


IOWA PUBLIC SERVICE COMPANY 
Annual Report—Year 1936 


Sioux City, Iowa, March 12, 1937. 


To the Stockholders of 
IOWA PUBLIC SERVICE COMPANY: 


The income account of your Company for the year 1936 compared with 1935, 
and the balance sheet as of December 31, 1936, are submitted herewith. 


In general the Company’s operating results for 1936 show a measurable 
improvement which appears to be in line with the national progress toward more 
normal business activity. Operating revenues for the year 1936 were $4,427,152.92 
as against $4,056,480.69 in 1935. This was a gain of $370,672.23, or 9% over the 
preceding year, with every department of the business participating in the improve- 
ment. ‘The electric department established a new high record of 97,802,915 K.W.H. 
sold in 1936, substantially above its previous peak of 83,328,190 K.W.H. in 1930; 
and the gas department exceeded its high record of 661,186,000 cubic feet of gas 
sold (established only a year ago) with sales of 713,200,200 cubic feet in 1936. 


Recovery has been accompanied by rising prices for materials and supplies, 
and an ever-increasing tax burden, hence operating expenses have expanded once 
more to absorb most of the gain in operating revenues. Maintenance expenditures 
of $308,513.61 in 1936 were abnormally heavy, the increase being attributable in 
part to blizzard and flood damages. The estimate of the Company’s tax bill for 
1936 totals $438,030.51 as against $339,880.24 in 1935—an increase of nearly 29% 
in one year. To this growing burden there is to be added in 1937 the contribu- 
tions required of the Company under the Social Security Act, such contributions 
to increase at intervals of three years until 1949 when a maximum is to be reached 
and maintained thereafter. 


During 1936 your Company reduced the underlying debt outstanding, includ- 
ing municipal bonds assumed, by $29,000 par value through serial maturities and 
the outstanding First Mortgage 5s were reduced by $56,000 par value through 
sinking fund operations. At the close of the year a sufficient cash balance remained 
in the sinking fund to permit the call of $54,500 additional First Mortgage 5s for 
redemption on March 1, 1937. Since the close of the year the Company has 
likewise called $61,000 par value, representing one entire issue of underlying 6% 
mortgage bonds, for redemption on April 1, 1937. Such operations maintained 
over the past several years during which capital expenditures have been met out 
of the Company’s treasury resources without recourse to new financing, have 
resulted in a slow but steady reduction in fixed charges. 


The outcome of all the above several factors—increasing business accom- 
panied by unavoidable increase in operating expenses and taxes, and a small 
reduction in fixed charges—has brought about a small gain in the final balance 
of net income. At $559,797.27 the latter figure for 1936 is $34,067.67 above 
that of 1935. 


As to the immediate future it is reasonable to expect a continuance of present 
trends, 7. e., that the growth of business will continue; largely offset by increasing 
expenses, yet leaving the Company a small margin of additional profit. The growth 
of the electric business has now developed to the point where additional generating 
capacity will be required and a 10,000 K.W. unit has been ordered for installation 
at the Company’s Waterloo power plant. For this and other additions to its utility 
facilities the Company will need approximately $1,500,000 during the current year 
and first quarter of 1938. Financing has been planned to provide funds for the 
bulk of these capital expenditures and for refunding the greater part of the Com- 
pany’s existing funded debt. These plans were so far advanced that a registration 
statement and a declaration were filed in January of this year with the Securities 
and Exchange Commission, the former under the Securities Act of 1933 and 
the latter under the Public Utility Act of 1935. But the favorable market 
conditions which prevailed when the financing plan was first undertaken have 
ceased to exist, at least temporarily, and it remains to be determined whether the 
proposed financing will be delayed, revamped or completely abandoned and other 
steps taken to secure the funds necessary to meet the construction program. 


Reviewing the past year as a whole it can be regarded as one of fairly 
successful accomplishment. The Company made tangible progress in that it sup- 
plied its customers with more utility service than ever before, and at the lowest 
rates in its history, even though the additional profit to itself was immaterial. 
It was also able to pay a small dividend to its common stockholders—the first in 
three years. No small part of the year’s success must be credited to the cooperation 
of the employees and their loyalty to the Company’s interests. Their valiant efforts 
to maintain uninterrupted service in the emergencies created by unusual weather 
conditions cannot be praised too highly. 


Respectfully submitted, 
B. J. PRICE, President. 


IOWA PUBLIC SERVICE COMPANY 


(Subsidiary Company Not Consolidated Herein) 
BALANCE SHEET—DECEMBER 31, 1936 
ASSETS 
PLANT, Property, RicHts, FRANCHISES, Etc. : 


Stated at amounts recorded for properties acquired as entireties, includ- 
ing intangibles, plus subsequent additions at cost, less retirements (see 


Footnotes)incuu Sens ook se URES Sotects NC TR ee SEI AP NE, bc HOS aeaInb Gh $28,085,931.10 
INVESTMENTS AND ADVANCES, AT Cost, which does not purport to represent 
present market or realizable values: 
Affiliated companies— 
Subsidiary company Cwholly-owtied) (0. .a aces cceccs ce ces on oclis dae cle elas $ 597,530.70 
Other affiliated companies (including common stock of parent company 
Of ($1 133:579:86—14. 32. [55 tntetese) a siclas alors rolelerstelstaerelstaraleisielotetel nae 1,238,299.83 
Agent’s account, represented principally by preferred stock of company.... 238,574.63 
Miscellaneousuinvestments... cc ease « cso ets mies ov nism stelslclelstevelsisce eieiere tele sichelpreiats 17,244.25 2,091,649.41 
Sinxinc Funps AND SPECIAL Deposits : 
U. S. Government Securities at COStA. o-semc ae cae ena. ee ee eres sede nate rete $)921,759:26 
Sinking funds; 6 oejesaahe dite arate ad ade ete ae ct saeptr ese = oath ame aetna re 65,178.20 
Miscellaneous specialldeposits +. dane tee venetian eter ae ete 13,892.90 100,830.35 
Bonp DiscouNT AND EXPENSE IN PROCESS OF AMORTIZATION. .......cccecsccccececccssscccses 854,659.74 
Prepaip ACCOUNTS AND DEFERRED CHARGES: 
Prepaid insurance: oe scccee cose ee ccme cakeine Beale cations ataieteret 6 eetete sl oletal fevered $ 31,629.54 
Unamortized cost of appliances rented under optional sales contracts...... 49,416.67 
Miscellaneous prepaid and deferred items..........cececececcececncreeces 26,061.75 107,107.96 
CurRRENT ASSETS: 
Cashin’ banks atrdvon hander. ase =. eee eathece eens teens $408,115.30 
Working fundss 22.05 oe icine erent ae ee eee eae oe 36,105.27 $ 444,220.57 
U.S. Government securities, (afi costssee aetieocmina stn cerase som eile oar 1,126.20 
Notes#receivablé:ea..daae 2 ndnt coast Wecieee a mememtels sete) Ones $ 1,029.06 
Accounts receivable— 
Service asnschic soho nape eGo cnc tip Beare, suse oe aera cae meen ars 423,915.71 
MEfCHAMGISE a. cn ts cae creutetets nec tenie eaceroeereMcattoras em elec 60,534.55 
Miscellanéotis’. 2. toe eee eee a eee Aarne 11,751.38 
$497,230.70 
Less—Reserve for uncollectible notes and accounts..... 89,331.11 407,899.59 
Due from affiliated companies—notes receivable, current accounts and 
accrued. »iiiterests : aieia cx < anag ecuceneatant ait aeons elie. eens sibrahh B ee eee 18,745.57 
Materials and supplies, stated at average cost—quantities and condition as 
determined by the matiagement ac... nek aeeoeateeme te onee eee eee 269,705.66 1,141,697.59 
$32,381,876.15 
LIABILITIES | ae 


Capital, STOCK: 
Preferred stock, cumulative, no-par value (liquidation value $100 per share) — 
First preferred stock (the shares outstanding include 1,229, 403 and 
759 shares of $6.00, $6.50 and $7.00 first preferred stock respectively 
held in agent’s account)— 
Authorized 100,000 shares— 
$6.00 first preferred stock— 
Outstanding (21,662) shanesia, ante eee $ 2,154,362.00 
$6.50 first preferred stock— 
Outstanding 3:980 "Shares ery srtra ss tee eet 398,000.00 
$7.00 first preferred stock— 
Outstanding 15/271 vsharesen see een eee 1,527,100.00 $ 4,079,462.00 


$7.00 second preferred stock— 
Authorized and Outstandineal2.4/76 (shares. vn ce ieete een ere eet ean 1,247,800.00 
Common stock, $15 par value— 
Authorized 500,000 shares 
Outstanding ‘412: 000usharess 22) waieticc cca sistas! eerie eitiers tes siete eoee tere eer 6,180,000.00 $11,507,262.00 


Funpep Dest: 
First Mortgage Gold Bonds— 


59% Series, duesitune sd, 1957 Meant cece eee ete $10,898,500.00 
Less=Freldiin-treastry athe. cotetiseecee acc: neers 5,000.00 
$10,893,500.00 
5%4% Series, due September 1, 1959.............00000% 2,300,000.00 $13,193,500.00 
Gold Debenture Bonds— 
6%, Series, dues Noventber, 1-)L9G0 4.0 aque ere ieee $ 908,500.00 
5% Series, due March 1.196830 eens os $1,500,000.00 
Less—Held in treasury.............. 53,000.00 1,447,000.00 2,355,500.00 
First Mortgage 6% Gold Bonds of merged companies..............s+e00- 99,500.00 
Municipal bonds assumed eeiioce cess mate con Setter eee Geena 29,500.00 15,678,000.00 


DEFERRED LIABILITIES : 
Consumers’ security and extension deposits and accrued interest thereon... $ 104,124.92 


Miscellameotis, tas uls sastowrstactants a ashe oc AGRA REE ton ae TL 19,860.69 123,985.61 
Current LIABILITIES : 
AGcoumts payables noecr cco tote oe cee ete ee eee ee ee ae $53,231.24 
Fundéddebt due“ withintoneryears. cen oaetententee aoe eet tee nee 34,500.00 
Accritediintérést:inicsr. ene. geet Take Bi oe SA: Pace Re ee 121,636.00 
Accrued taxes— 
General (corre cencids cuiden (etait ootna eae ce nereee meee $ 307,524.09 
Federal and state income (subject to review by U. S. 
Treasury and state revenue departments)............ 120,259.06 427,783.15 
Due to affiliated companies—current accounts and accrued interest on 
funded debtsrich vs sauna aaa traces saute Sk hehe onc 202 ee ee 15,265.09 
Preferredydividends: payable maw mcce ce cores cen rene ee 65,715.67 
Other’ cutreiit Tiabilittess on cek tees sect eos an ees les. 19,586.79 737,717.94 
RESERVES : 


Reserve for retirements (see Note 1 and auditors’ report), including 
$1,500,000.00 appropriated from capital surplus resulting from a reduction 


inthe; stated valuelottcommon stocic.ns on. 2 eons or ee $ 2,472,838.07 
Reserve tor injuries andidamages..1.) estas) see ee ee 103,526.99 
Reserve) for. :contingenciesacan seenine + << .ceneeee ae tas ten ees 98,227.12 
Other: Fesenviesiine. Ant Napanee eee sleie ciao oe wie oie cena aT a 29,155.46 2,703,747 .64 
Sone: 
urplugsat date -of OrRanizahon. scr, cas wievc de Oras nahn ae eee 1,028,980.82 
Surplus including surplus of $95,641.23 of merged companies at dates of : 
acquisition: as shown ybyatheir wboOkS=s tamer aes ence eee 602,182.14 1,631,162.96 


$32,381,876.15 


(See following page for notes which are an integral part 
of the above balance sheet.) 


1936 


IOWA PUBLIC SERVICE COMPANY 


(1) The Federal Power Commission has prescribed a Uniform System of Accounts, effective January 1 
1937, which requires her thi si antained 
. which req , among other things, that: (1) electric fixed capital be classified and maintained 
at the “original cost” (estimated if not known) at date first devoted to public use and the difference 
between such “original cost” and the amount at which electric fixed capital is carried, shall be segre- 
gated in separate fixed capital adjustment accounts to be depreciated, amortized, or otherwise dis- 
posed of as the Commission may subsequently approve or direct, and (2) depreciation be provided 
on depreciable electric plant for the loss in service value not restored by current maintenance. The 
company disclaims that it is subject to the jurisdiction of the Federal Power Commission but if its 
position in this respect is not sustained and it is required to adopt the Uniform System of Accounts 
referred to above it is believed that such adoption might have a material effect on its accounts. 


(2) The amount recorded for properties acquired as entireties was determined on the basis of stated value 
of securities issued, cash paid, liabilities assumed and net deficit of $112,755.03 and retirement reserve 
of $205,475.83 taken over, and, in the case of an important acquisition, determined by the amounts 
carried on the books of the predecessor owner. Based upon the segregation maintained in the detail 
property records of the company, organization expenses and other intangibles included in the prop- 


NotEs : 


erty account amount to $3,202,002.03. 


STATEMENT OF INCOME FOR YEARS ENDED DECEMBER 31 


(Subsidiary Company Not Consolidated Herein) 
Gross EARNINGS: 
Operating revenues— 

PP lectricn@e partments cuet tewenis ania renters pitas ae sete oer nk cle tienes ators 
Gas: Le Maetiverit ote, steve scsieisre als ie ets ctetivs ie oharas orePel eral atereiotstote aie al ave) ote wisvote iets. shel 
SeatimOe pal iiments mmeieiri. crs cteters, iors eae s uslnia cine hah edrelsteleieler caw 5 octane 
Westerns Cepartimemicecasictersters curtslcic' choles uns eistie ierelalorsveco isi cvarsieubiera.e avale siete torre 
Hicemidepartment..1. dec erste cevevecle qrersicisieiebotale ales, sistetouclera!¥ suas som one e eisicwice eos ‘ 


ERoOtalmOPeratine™ LEVENUES yaya dere airtel ater © siele <yolsie s/eiviets’ ssaceus aye 
NON OpeEATIN Gg TEVEMUCS—TEbs.«,s um siseisle eerste ere oir ues Saisie wg oie eo oletereSrere g.esel 


MhOtaleoEOSSECAEnINgSmrerpere titer chetne Cine treat crates istoisiraiote anraa eens 

OPERATING EXPENSES AND TAXES: 
SUSGREATIORY iis MEG SIAR CID cedkc CIN de oeac CITE OTE ORCL MT CIEE ARSC ee 
Mud AMIE EOTIANICE eich, cortcusl crs tie ietel vie nie eve are Auer ees > elare sel oreihia Sree .e on 80s: anu isiv gegneveldhsye 
Provision for retirement reserve, as made by the company in lieu of provi- 


sion for depreciation (see Note 1 of balance sheet and auditors’ report).. 
eM eralets eS CT tas Selmi ele noe csc cette niall oles. Paced Shine SACI nbecae MOE 


MeL SETTER Sars acVasias ies conver ce suey okcue eie(s els a Miia eslokes tH Bia Sieve eRe wae aie ce ol 


INTEREST CHARGES: 


Bess—=tniterasmemarced, tO COMSEUCtION. .oraseccctccce recs ts ccessenscassces 
ior ra MERE tS CN CET SES ioretela 0 coyote alg ofevsissteslove venice ey lavanolsi of Orave lil aviocc Shere aeevenierov 


TRE) GH STS h 2 AA Glide A ca tne 


1936 


$3,664,049.65 
644,283.49 
85,955.65 
24,887.60 
7,976.53 


$4,427,152.92 


38,210.84 


$4,465,363.76 


$1,907,786.06 
308,513.61 


400,000.00 
366,943.56 
71,086.95 


$3,054,330.18 
$1,411,033.58° 


1935 


$3,344,341.92 
601,805.24 
80,777.00 
23,382.89 
6,173.64 


$4,056,480.69 


50,966.35 


$4,107,447.04 


$1,772,192.18 
255,909.93 


350,379.98 
283,732.79 
56,147.45 


$2,718,362.33 
$1,389,084.71 


$ 810,388.52 $ 819,427.22 
6,755.23 5,261.86 
38,855.15 39,189.57 

$ 855,998.90  $ 863,878.65 
4,762.59 523.54 

$ 851,236.31 $ 863,355.11 


$ 559,797.27 


$ 525,729.60 


Note: The company has made no provision in 1936 for Federal surtax on undistributed 
profits inasmuch as it is believed that all taxable net income which would have been sub- 


ject thereto has been distributed during the year. 


SUMMARY OF SURPLUS ACCOUNT 
For THE YEAR ENDED DecemMBeER 31, 1936 


Surplus balance, December 31, 1935, per previous report..............sseeeeeeee 
PAC mac ERITIGOITL OM AS CAD OV. CR eats toteneicia iso sie ales oleielse oie 9 ol arais iors alescryie acti) avy avo enact tosses 


Deduct: 
Dividends— 
DAES LEDUC LET ECUM STOCKS coreye cies misteyece oralonsl shpsels (ole $247,556.21 
Second epreterred, SHOCK (ise etae 16 010'e-ay0 e:ere ore) ate 87,346.00 $334,902.21 
COMMON SHOC pee a ois: a/s! o¥s. eleiy: sin oi¥ ate tovanend Pel Mote 148,320.00 


Excess of cost over principal amount of bonds reacquired and unamortized 
bond discount and expense applicable thereto..............seessseecoeces 


Surplus) balances Decem beresl 1O 300 ere steretelalctslclelelelslelaless eieieisieie «fe \ai-ieleslsfain/*/sim «is 


$ 531,112.06 


959,797.27 


$483,222.21 


5,504.98 


ARTHUR ANDERSEN & CoO. 


ACCOUNTANTS AND AUDITORS 


To THE BOARD OF DIRECTORS, 
Iowa PUBLIC SERVICE COMPANY: 


We have made an examination of the balance sheet of Iowa Public Service Comp 


December 31, 1936, and of the statement of income and surplus for the year ended that date. K 
d other supporting evidence and obtained information and explana- 


we also made a general review of the accounting methods and of the 
did not make a detailed audit of the transactions. é 
1 statements follows the retirement-reserve method of providing for property 


In the Federal income-tax returns substantially larger amounts are deducted for depreciation, 
d service life of depreciable property as allowed by the United States 


examined or tested accounting records of the company an 
tions from officers and employees of the company ; 
operating and income accounts for the year, but we 

The company in its accounts and financia 
retired from service. ‘ D 
amounts are computed on the basis of age and estimate 
Treasury Department. 

Subject to the comments in the preceding para 
accompanying balance sheet and related statement o 
ciples of accounting consisten L 
company at December 31, 1936 and the results of its operations for the ye 


$1,090,909.33 


488,727.19 


$ 602,182.14 


any (a Delaware corporation) as at 
In connection therewith, we 


which 


graph, in our opinion, based upon the examination referred to above, the 
f income and surplus fairly present, in accordance with accepted prin- 
tly maintained by the company during the year under review, the financial position of the 

ar ended that date. 


ARTHUR ANDERSEN & CO. 


New York, N. Y. 
February 6, 1937. 


(Released—February 23, 1937). 
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B. J. Price - - - - - - - - - President 
G, A. NEai - - - - - Vice-President & Gen’'l Manager 
C. I. Crippen - - - - - - - - Vice-President 
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R. B. SEARING - - - - - Asst. Secretary & Asst. Treasurer 
W. A. CLEARY - - - - - - - Assistant Treasurer 


Stock Transfer Agent 


Towa Pusiic SERVICE COMPANY, S1oux City, Iowa 


IOWA PUBLIC SERVICE COMPANY 


S1oux City, Iowa, March 12, 1936. 
To the Stockholders of 
IOWA PUBLIC SERVICE COMPANY: 


The income account of your Company for the year 1935 compared with 1934, and the bal- 
ance sheet as of December 31, 1935, are submitted herewith. 

Conditions throughout the extensive territory served by your Company have shown definite 
improvement during 1935, not only in the industrial centers but also in the agricultural areas. This 
improvement has been reflected in a marked increase in the demands upon the Company’s facili- 
ties, with the result that sales of electricity in 1935 were close to their previous record established in 
1930, while gas sales set a new high substantially above all prior years in the Company’s history. 

Translated into dollars and cents in the income account, this additional business has increased 
operating revenues 7% over 1934 for the electric department and 19% for the gas department. 
Total gross earnings from all sources in 1935 amount to $4,107,447.04, a gain of $337,971.19, or 
nearly 9% over the previous year. Although expenses once more increased somewhat out of pro- 
portion to the gain in gross, it has been possible to exercise better control over expenditures, hence 
a part of the 1935 gain was carried over to net earnings. ‘This, together with a small reduction in 
interest charges, results in a final figure of $525,729.60 net income, which is $75,130.91, or 16.67%, © 
above the 1934 net inccme. 

Despite last year’s small gain, net income still represents a distinctly inadequate return upon 
the stockholders’ investment in the properties. It is to be borne in mind that, although preferred 
dividends have been maintained regularly to date, the common stockholders have received no divi- 
dends for the past two and one-half years. The trend of earnings, however, has now turned in the 
right direction and, barring unforeseen developments, your officers look forward to a year of unpre- 
cedented service to the public in 1936 and some recompense therefor in the way of further improve- 
ment in earnings. 

The tax burden, it will be noted, has shifted somewhat—general taxes being less, and the esti- 
mate for income taxes more, than in 1934; but the sum total is practically unchanged at $339,880.24, 
an amount in excess of the annual dividends on the Company’s preferred stocks. At this level 
taxes are equivalent to 8.27% of gross earnings and 12.50% of operating expenses, with every 
indication that they will mount substantially higher this year. 

Among the problems which arose during 1935, probably the most encouraging outcome was 
at Le Mars where the voters on November 19th last voted 1,141 to 794 against the construction 
of a municipal electric plant and distribution system which would replace your Company’s service 
in that community. This election is a distinct endorsement of the Company’s aims and achieve- 
ments by the voters of Le Mars. As such it is deeply appreciated by our whole organization. 

New construction for 1935, aside from routine matters such as extensions of service to new 
customers, includes the installation of a new 750 K.W. turbo-generator at Carroll. This unit is 
designed to operate during the heating season in conjunction with the local hot-water heating sys- 
tem at a marked gain in efficiency over the 312 K.W. engine unit which it displaces and which has 
been retired from service. At Hampton, where a renewal of the Company’s franchise was voted in 
1935, the installation of a new 1,050 H.P. diesel engine unit was in progress and nearly completed 
at December 31st. In the middle of the year the gas department acquired the local system for the 
production and retail distribution of butane gas at Sheldon, thus economically rounding out the 
Company’s service to that community. 

The cost of these capital expenditures was met out of current cash resources without recourse 
to new financing. During the year the underlying debt outstanding, including municipal bonds 
assumed, was reduced by $33,500 par value through serial maturities and the outstanding First 
Mortgage 5s were reduced $112,500 par value by sinking fund operations. In addition the Com- 
pany reacquired through open market purchase $5,000 of First Mortgage 5s, $53,000 Debenture 5s 
and $66,500 Debenture 6s. 

In the last annual report your attention was directed to the utility holding company legislation 
then under consideration in Congress. At a somewhat later date the Public Utility Act of 1935 
was enacted into law and became effective August 26, 1935. Under the definition of that law your 
Company is classified as a public utility holding company because of its ownership of the entire 
capital stock of Nebraska Public Service Company and approximately 14% of the voting stock of 
Sioux City Gas and Electric Company. As the operations of your Company and its “subsidiaries” 
are confined to the State of Iowa and States contiguous thereto, 1. e. Nebraska and South Dakota, 
and represent ‘“‘an integrated public-utility system”, it would seem that the intent of the law was 
to permit the exemption of your Company from most of the provisions of Title I providing for 
holding company regulation and elimination. In our particular case, however, a certain element of 
uncertainty arises simply because of the fact that your Company is incorporated in Delaware rather 
than in Iowa. é 

Having in mind the interests of the Company’s security holders and the excessive penalties 
imposed for non-compliance with the new law, your Directors instructed the officers of the Com- 
pany to file with the Securities and Exchange Commission under Title I of the Act a notification 
of registration without waiver of any constitutional rights to contest the validity of the law, and 
simultaneously to file another application requesting exemption from the provisions of the Title. 
These steps were duly taken but thus far the Commission has held no hearing to fix the Company’s 
status. ‘Title II of the law, however, extends the jurisdiction of the Federal Power Commission to 
the regulation of interstate electric business but provides no opportunity to seek exemption from 
such regulation, as in Title I. 

The employees have given unstinted cooperation to the officers and loyal devotion to the Com- 
pany’s interests in meeting the problems of the past year. In their contacts with customers and the 
public generally they have added materially to that intangible but very valuable asset of the Com- 
pany—‘‘good will”. 

Respectfully submitted, 


5B: J PRICE, 
President. 
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IOWA PUBLIC SERVICE COMPANY 


ARTHUR ANDERSEN & Co. 


ACCOUNTANTS AND AUDITORS 


To tHE Boarp or Drrecrors, . 
Iowa Pusiic Service Company: 


We have examined the accounts of Iowa Public Service Company (a Delaware corporation ) 
for the year ended September 30, 1935. In connection therewith, we examined or tested account- 
ing records of the company and other supporting evidence and obtained information and explana- 
tions from officers and employees of the company; we made a general review of the accounting 
methods and of the operating and income accounts for the year, but we did not make a detailed 
audit of the transactions. We have also made a review of the official reports of the company for 
the three months ended December 31, 1935. 


The company in its accounts and financial statements follows the retirement-reserve method of 
providing for property retired from service. In the Federal income-tax returns larger amounts are 


deducted for depreciation, which amounts are computed on the basis of age and estimated life of 


depreciable property as allowed by the U. S. Treasury Department. 


Subject to the comments in the preceding paragraph, in our opinion, based upon the examina- 
tion referred to above and our acceptance of the accounts for the three months ended December 31, 
1935, the accompanying balance sheet and related statement of income and surplus fairly present, in 
accordance with accepted principles of accounting consistently maintained by the company during 
the year, the financial position of the company at December 31, 1935 and the results of its opera- 


tions for the year ended that date. 


New York, N. Y., 
February 14, 19306. 


INCOME ACCOUNTS FOR YEARS ENDED DECEMBER 31 


(Subsidiary Companies Not Consolidated Herein) 


ARTHUR ANDERSEN & CO. 


Gross EARNINGS: 1935 1934 
Operating revenues— 
Fite eesderemmmeLetS DS EAMILETA US 5 <.cye corgi ve aie hetate Tel aierals ialocsiera obsTe erciard eo Sie ieee miich ale cleus $3,344,341.92 $3,125,489.54 
Moree ME EMER CITED coe wisn c ctontels Hae cteteiesicuera.« anata leienye cine vised sachelcca silvia walls 601,805.24 505,524.54 
Sect Tctfa IGA ETD Celso et ray Vs axsns\lcley sseie) a's) <ichoret'e as aelaie: oayaxewe OeSue seem date. 80,777.00 78,161.09 
Pepe TERA PARENGTID ras nyciciss > See oles) coals casi 8 OURO Eid s arses oie. voi arbre ved DereeMeaharels 23,382.89 24,628.38 
I Rata UROR EN SESPERROTE Coe teach, hPa see o cSiaici fo, cies asta. c.@ioiche b ave ayers ste, me MSR NS 6,173.64 7,179.79 
MipPUMMOM ERAT CCVETUES 5 iecsiec\ ais:cis sidbiek o's «ip = ciete's alarvio'e deel SA pei oleh $4,056,480.69  $3,740,983.34 
IN O1r=e pe Par bin rere VE TILES —— TC isec a ata oe isace at iv te insn e ote scass, 9-4'p eee, h olela. as eo ee me 50,966.35 28,492.51 
“GUS | SIGE (SERS USCS Saul eee eee ee ee One ks cK Cea ee $4,107,447.04  $3,769,475.85 
eee $1,772,19218 $1,600,454.88 
Be MIM Reo. ace ces dae ttn c tenn seeccececusucin 255,909.93 218,536.99 
Provision for retirement reserve, as made by the company in lieu of pro- 

Tor for depreciation (see auditors’ Teport)........0..0.ssesceesenaee 350,379.98 280,000.00 
(Gasrgiaall (les tie. oon ae ao a CaO on eT eG aaa an SOOT nc nres err 283,732.79 294,089.29 
ederaleandmstatemincomentaxes a. tcleiue selec etgen coercion e ueleeee teem < 56,147.45 48,746.09 

Motalmopenatne mexpensess ald stax CSyer.cls/sis/eieips+/s/acls'sielole s, ofeiele eioieialss« $2,718,362.33  $2,441,827.25 


INGE Gakgalioteshs o Bondo UB OB SOOO OUO oe oe mubo da toes Scoaoan 


INTEREST CHARGES: 


Pe ee iy 


$1,389,084.71 


$1,327,648.60 


TeAtSRESH WOM LUTE CCA CLE DES sre seetlers ate sso: asaier<lSiese sec ops ates #iizia, sv Stel vie ovale Sis eccle SMN $ 819,427.22 $ 832,819.55 
TERRE ge ig Care) qboreae bats CLOINO GS! NIG An); PACS MBA GEMe GRE Grease oe acre nae eaos 5,261.86 4,578.65 
Amortization of bond discount and expenses. sc ccndccecees cccccans svnwsacle 39,189.57 39,702.91 


eso Ititenestacnarocd TONCOMStruCtlOlM. wasm-s> oc eeaistie es neice 


$ 863,878.65 
523.54 


$ 877,101.11 
51.20 


min@talmitmterest (ChAT gS). .\istes see aeiala isa eisiceelbyele cele oto eis) ocdetaote anes $ 863,355.11  $ 877,049.91 
NEHEIHGOMIE IN. coiess Sek baci curl tths Fees. Omer os Meee Tas $ 525,729.60  $ 450,598.69 
SUMMARY OF EARNED SURPLUS ACCOUNT 
For THE YEAR ENpep Decemser 31, 1935 
Surplus balance, December 31, 1934, per previous report...........+.-.-seee00s $318,340.40 
= MEU RIRNCOMIE ASIA OMCs silent: eee teis) aiare. « enelaxelvlatenareiny o)-Valeeetata eye ata: a ava, eles erate 525,729.60 $844,070.00 
Deduct : 
Dividends on preferred stock...........c-scegeneeseesseee: $334,972.71 
Appropriation for retirement reserve as authorized by Board 2 
iD DITECEOTS hss sein rosa. valde pepsin Cisse es ald Pap teuste’s at cals tosacarers 120,000.00 $454,972.71 
Less— ; e ; 
Adjustment of Federal income tax ‘including refund, 
applicable to years 1928 to 1931, inclusive............. $120,031.43 
Excess of par value over cost of bonds reacquired, less 
unamortized bond discount and expense applicable sh 
Rete toe tte ETNA isis» cleaners tte Me eae cnet omnes 21,983.34 142,014.77 312,957.94 
$531,112.06 


PURITISPUALATICE A LeCEMM Der tla 1 OSD). aussie els aiztore ty sjeueaie soe eGiste aot 


IOWA PUBLIC SERVICE COMPANY 


(Subsidiary Company Not Consolidated Herein) 
BALANCE SHEET—DECEMBER 31, 1935 


ASSETS 


Pant, Property, R1cuts, FraNcuIsEs, Etc. : 


At book values CGncluding intangibles—see footmote) 20... .. 62. eee ene nmcea eee sers ease $27,957,010.80 
INVESTMENTS AND ADVANCES, AT Cost, which does not purport to represent 
present market or realizable values: 
Afiliated scompamiesy. isin « ciel + areietera osisiche oats. s eeteterslevavelags tata lereatatareR enti haleiet nee $1,238,299.83 
Subsidiary company (wholly owned)... 2-0. sce cennasdesceesrerceretiee c= 598,530.70 
Agent’s account, represented principally by preferred stock of company.... 238,574.63 
Miscellaneous investiaentsn, «op «eeeee soa neh so <clesieihe alelels «ets pte uae ereeicae ____ 16,744.25. 2,092,149.41 
SpectAL Deposits: 
U, S: Government, sectinities sat icostit sitet ues ial atelectasis $ 22,370.62 
Simicimg’ fide. cteaa stewie oteyererstevetattieias oto tem ete stein ae atthe patel <1 oot eter reteeetete 12,673.82 
Miscellaneotis: spectalndepositse-. wate... ee aoc4t: osama oe entire a ete 11,130.75 46,175.19 
Bonp: DISCOUNT AND EXPENSE EN ROCESS OF AMORTIZATION esis sistem ciiecitetere laters oc imeiine meets 896,379.87 
Prepatp ACCOUNTS AND DEFERRED CHARGES: 
Prepaid “msurancGe.s . 45 5s wrens Meter sc sielevttc le averape'e smite stetetehey ars aie te Seer tenmmnaanTons $ 11,086.18 
Unamortized cost of appliances rented under optional sales contracts...... 46,741.57 
Balances in closed banks, less reserve of $73,148.01 which was provided from 
capital surplus resulting from a reduction in stated value of common 
SHOCK ES oh raae tae cote Bek alae cc tveneye a at ohe erate aitew ner a eepeCenTaLe « eneieteear ova erutereres 6,431.75 
Miscellaneous prepaid and deterred Mitems nn ae eters els: eel atavaer arcleere 41,927.96 106,187.46 
CuRRENT ASSETS: 
Cask in banks and, on vhatid’y:, cmitet Stanyeia teatime era $529,217.04 
Working fandse etc ans cr ace cite ect tere cette eters atete) ors arols 20,879.89  $ 550,096.93 
UW; S, Government’ steurities Jat scOst, a5. cae cite ets wari 5 seg cee te snccteote 814.83 
Notes receivables ifs « sacs eles <nlelshe Sele somata tare. sis eeirade aialeta $ 1,116.95 
Accounts receivable— 
SOrviGe < ccrese chavo ase at terete athete Ciclete Gere ersa ares: cai erecenaye 401,186.49 
Merchandiseiia. 3 visc-a’s cr taretrens acaueteres stevalete oem nein ciate, oltre etaks 48,498.56 
Miscellaneoustd sis. 2c Seth bere etelees © aie s.svelee xthan coisas nies 21287784 
$463,679.84 
Less—Reserve for uncollectible notes and accounts.......... 79,471.20 384,208.64 
Due from subsidiary and affliated companies—current accounts........... 6,773.62 
Materials and supplies, stated at average cost—quantities and condition as 
determined bys the ‘management s.0.1 sims Goce seein. thes ne nteren ie ene 253,352.81 1,195,246.83 
$32,293,149.56 
LIABILITIES 
CaPITAL STOCK: 
Preferred stock, no-par value (liquidation value $100 per share)— 
First preferred stock (the shares outstanding include 2,391 shares held 
in agent’s account) — 
Authorized 100,000 shares— 
$6.00 first preferred stock— 
Ontstanding sZ2-682sharess jcuurd-midace ae $ 2,154,362.00 
$6.50 first preferred stock— 
Outstanding) 3, 980Msharess 1+ << sence eye aeted 398,000.00 
$7.00 first preferred stock— 
Outstanding 15,271k shares. -iceee-t-<lenee et 1,527,100.00 $ 4,079,462.00 
$7.00 second preferred stock— 
Authorized and outstanding 12,478 shanese.w.e se. seciesseeiiene eee 1,247,800.00 
Common stock—no-par value— 
Authorized 500,000 shares 
Outstanding 412 000\"sharestiaw.peen sth cee eon ecto hee eee tees 6,180,000.00 $11,507,262.00 
Funpep Dest: 
First Mortgage Gold Bonds— 
59. Series, catie jute 11: 1957 se see aoe ceeeie: ee eee $10,954,500.00 
Less—Feld min .ineasurye seaenmstcnn acct cor ee ; 0 
. $10,949,500.00 
514% Series, due September 1, 1959.................0- 2,300,000.00 $13,249,500.00 
Gold Debenture Bonds— - 
6% Series duesNovember 1000s mcr see ea eae $ 1,000,000.00 
Less=-eldaimptneastiry ante n cece: ee eee 91,500.00 
$ 908,500.00 
5% Series, due March 1, 1968.......... $1,500,000.00 
Less—Held im treasury.....2....... 53,000.00 1,447,009.00 2,355,500.00 
First Mortgage 6% Gold Bonds of merged companies...............ceeeeee 132,000.00 
Muimicipal bordsasstimed srmncrrierercemrorien cto amie: eee ean nee nee ne 36,000.00 — 15,773,000.00 
DEFERRED LIABILITIES : 
Consumers’ security and extension deposits and accrued interest thereon.... $ 100,153.49 
Miscellan GOusidowte 2 So scte «ro ate cles xia es the emt eines Osler Oe nee 47,256.15 147,409.64 
CurrENT LIABILITIES : 
Noteés ‘payable. ... atc aes. aneteatac ets see Sine i nieie wie ear se eee $  025,972:50 
Accounts payable..... a Rbtsiginis Chee 4 aisle thes eden oe 5 oa one CORE Oe 61,059.56 
Funded debt: due: within jonedyear..4474..cacsee ed ee ee ee 24,500.00 
Accrued, initerestavasamiste siparetabeiolere terete waerer vee hte GIR STS aa ea 123,166.47 
Accrued taxes— 
General. 5. senietee Gentes cones a COR $ 255,237.09 
Federal and state income (subject to review by U. S. 
Treasury and state revenue departments)............ 80,824.30 336,061.39 
Due to affiliated companies—current accounts..........eeceececceecs Peer 16,112.78 
Dividends. payables.) Ub yi, Lagmaemnnn stot Ment 8c healt ie Oh ea ae 65,715.70 
Other current ligbilatjess.. Soap Mee, <a-Be os osteo ot aa ee 6,402.80 658,991.20 
RESERVES : 
Reserve for retirements (see auditors’ report), including $1,500,000.00 
appropriated from capital surplus resulting from a reduction in the stated 
value) of scomitnon i stock jaca anemt ees Mena eee ae eee eee $ 2,225,923.61 
Reserve for injuries andidamages.s. aaesenet «eee ae eee ee 101,129.33 
Reserve ‘for contingencies: asta cee aes cae ee ce an a eee ee 300,000.00 
Other reserves: 2s, (i.asseserd to opoder ee tees eon eee 19,340.90 2,646,393.84 
SURPLUS: 
Surplisat| date of oreanization: s.7.11..10e. sense ine nae te ee teen $ 1,028,980.82 
aimed SULPLUS acum ate acids poets MSE eee cierto meters te ee cae 531,112.06 1,560,092.88 
$32,293,149.56 


Nore: Based upon the segregation maintained in the detail property records of the company, organization expenses and 


other intangibles included in the above account amount to $3,200,250.66. 


IOWA PUBLIC SERVICE COMPANY 


Annual Report to the Stockholders 
Year 1932 


Board of Directors 


C. R. BEDDOWS MARK PENDLETON 
C. I. CRIPPEN Bajo Price 


G. A. NEAL C. W. YANT 
Uy Be YEAGER 


Executive Officers 


By Ja PRICE - - - - ~ - President 
G. A. NEAL - - Vice-President & Gen’ l Manager 
C. I. CRIPPEN - : - - : Vice-President 
MARK PENDLETON 2h ee - - Vice-President 
Be Ys Kirk - - - 2 Vice-President 
C. R. BEDDOWS Vice-President & Comptroller 
W.N. PorRTER - - Secretary G& Treasurer 
J. C. ForsytTH - - - Assistant Secretary 
H. B. MAYNARD = - Assistant Secretary 
R. B. SEARING - Asst. Secretary & Asst. Treasurer 
W. A. CLEARY - - - - Assistant Treasurer 


Stock Transfer Agent 


IowA PuBLIC SERVICE COMPANY, S1oux Ciry, IowA 


IOWA PUBLIC SERVICE COMPANY 


Sioux Ciry, Iowa, March 24, 1933. 
To the Stockholders of 
IOWA PUBLIC SERVICE COMPANY: 


The general depression affected the people of our territory with increasing severity during the 
course of the year 1932 and resulted in a further substantial reduction of our operating revenues. 
The loss in volume of business was most marked in the electric department which reports 67,744,000 
K.W.H. sold in 1932 as against 75,879,000 K.W.H. in 1931. Operating economies only partly 
offset the loss in revenues, and net income for the year amounted to $718,807, or $172,116 under 
1931. While present conditions prevail, no improvement in the earning power of the properties 
can be anticipated, but recovery should be rapid when the general situation turns for the better. 

Meantime the Company’s finances are in satisfactory shape. ‘There are no bank loans and, 
except for some very small serial maturities of assumed bonds, the earliest bond maturity falls due 
in 1957. Capital requirements during 1932 were small enough to be financed out of earnings, while 
the same situation should hold true for 1933 requirements. Public financing last year was con- 
fined to the issuance of 548 shares of $6.00 First Preferred Stock which was sold in our own 
territory to customers and employees. During the year the Company, by authority of its stock- 
holders, adjusted the stated value of the 384,500 no par value common shares then outstanding to 
$15.00 per share. This action created a capital surplus of $1,586,834.62, of which $1,500,000.00 
was appropriated to retirement reserve and the balance to a reserve for contingencies. Subse- 
quently, the Company sold 27,500 additional common shares to extinguish floating debt due to 
an affiliated company. 

Respectfully submitted, 
B. J. PREG 
President. 


INCOME ACCOUNTS FOR YEARS ENDED DECEMBER 31 


(Subsidiary companies not consolidated herein.) 


Gross EARNINGS: De _— 
Operating | Revenuess..., oases ose cite sists thos etepe lie stem tele nacickcrs errant $3,830,022.06 $4,230,002.98 
Non-Operating Reventes—Net: ajc. cdsesccai aie + siim Sieie sieteyeots aisle eke eieeietas 162,322.00 150,427.41 

‘Total Gross: Harninesis.ievs.« vis ee cuss, daueegyar eed iavebsnesse oes tees ae $3,992,344.06  $4,380,430.39 
OPERATING EXPENSES: 
Operation otic ccces cee sessuacecdecungian da vseueeecesga dor ass sjelefaleyejuisie/0lehoten Mlmet OOO 2 jamin iaterE ims aaEem 
Maintemaneee ys, aititots atc, acsepttne dere Saavels lege ae eunes at or ae aielaraietedeyslen ove aaet aan Ree a ete 209,185.54 250,310.11 
Provision for Retirement Reserve semaine. sarin 2 welt severe elelee maraiereee iter tae 219,709.32 170,151.48 
Taxes, including Pederall Income. Dart, 291003032 olevos trols eisiertetertores asters mig 301,958.57 310,889.26 
Total: Operating sExpensess so, cats arclenels calsoientoes oe telsclecioe ne tree $2,365,656.90 $2,578,893.84 
INGEPEAtiiiire stich ct tists dois eid tore ais oe oe oo siecle tae ote te ener $1,626,687.16  $1,801,536.55 

DepUCT—INTEREST CHARGES : : 

Interest ton, Bundled Debt cesteraahieite Gelert a %cvasne aon temesere aera etna $ 841,283.04 $ 846,109.55 
Interest.on Wnitinded Webtantena,. tsa ndces seit she ee ee Ont 27,548.77 33,397.40 
Amortization.o® Bond Discount and Expense:.,.......2.2e+ 02-8 eeeaniene 40,481.71 40,814.97 
$ 909,313.52  $ 920,321.92 

Less—Interest Chageednito (Construction)... asia <s.csie nclaekelene neers 1,433.39 9,708.61 
Total Dedwctions.., cass ae 8 wets, cise oso clalands RTE ee eee $ 907,880.13 $ 910,613.31 

Net ‘Incomes eiateecmikstc Soci ceaeks viele CHE ene $ 718,807.03  $ 890,923.24 


SUMMARY OF EARNED SURPLUS ACCOUNT 
For THE YEAR ENpED DeEcEMBER 31, 1932 


Balance; Januaryrl, 1932s. oe lec no criciie olde eres: s Hoan eeetee eiters eroarets Gicmern ete sters $ 340,094.06 
Add==Net Income;'as above aiace ct sek soso acta  ajosttte tia tele = sine ieee emnete renee 718,807.03  $1,058,901.09 
Deduct : 

Dividendsion Preferred Stocksa. facies casas acme ee meee $349,559.33 

Dividends jon Common, "Stocks. ...4.00 ase eee 273,962.50 

Miscellaneous Surplus wiitemis Nets. came sn enecice tenets 40,303.48 $ 663,825.31 

Less—Excess of Par over Cost of Bonds Acquired, less Unamortized Bond 

Discount and Expense Applicable Thereto............+eeeerereevee 34,191.13 629,634.18 

Balance), December (315.1932.0 0% tian etotnrets octets sche etiers rateveccdrcrote eet Te een eee $ 429,266.91 


SUMMARY OF CAPITAL SURPLUS ACCOUNT 
For THE YEAR ENpbED DeEcEMBER 31, 1932 


Credit Arising from Reduction of Stated Value of 384,500 Shares of Common 


Stock from $7,354,334.62 to $5,767,500.00 as Authorized by Stockholders..................- $1,586,834.62 
Less—Appropriations in Accordance with Resolutions of the Board of Directors: 

Hor jRetirementupReserye.s er cea sce os cts cia cacao eee nny eae $1,500,000.00 

For Reservertor ‘Contin genciesw.nnoees assed fee ope oninc an Pee ne 86,834.62 1,586,834.62 


IOWA PUBLIC SERVICE COMPANY 


(Subsidiary companies not consolidated herein) 


BALANCE SHEET—DECEMBER 31, 1932 


ASSETS 
DOME SOPMPET RIGHTS, URAMCHISES, E'tC.. .2.. sSeidicdes awe Grinds Gls ON oan ai oeeiv's cacelevicd.cvleede $27,404,534.07 
INVESTMENTS AND ADVANCES, AT Cost: 
PRUUALC ARCOM ALIES cect atts. s CG co ce cco notte Rs co Mee eee tae $1,133,579.83 
Sipsiaiaryvecompanies (wholly owned) .csce.ceseden sub camercascmendes.n 910,757.96 
Agent’s account, represented by preferred stock of company held for resale, etc. 221,400.00 
INMiscellaneguag investiienits: .,atys ena caimerde oat ake col ta ese 30,596.45 2,296,334.24 
SpecIAL Deposits: 
Deposits in escrow (at cost) to secure payment of bonds assumed.......... $ 35,859.91 
SGicil cee CIOS, sete eet cide. caer ee ota ae hee he eRe. een in 13,041.28 
NES CeMAneOmSeSHeCial  CeDOSIUS.c <cuion ve ni ntei ec. crauenre vlan cata da memaeinn « leak +. 8,065.87 56,967.06 
Bonp DiscoUNT AND EXPENSE IN PROCESS OF AMORTIZATION.......-++0e+cceecese bs Atel ets Ae 1,046,549.58 
Prepaip ACCOUNTS AND DEFERRED CHARGES: 
SO PALAMUISUE ANCES yatren ries ona s + Mets c oaieerarteias ai aiele, aisle Mie ws ictal ee hoa a ae $ 12,665.93 
Balancesrin closedsbanics Subject to. realization. ao-2.s+2.ccce.cceseccc ceed 104,115.43 
Miscellaneous\prepard and deterred items. S...4.ceoess1 es nce ss eo+ccie scenses 65,244.29 182,025.65 
CurRENT ASSETS: 
CSASP ACs WOK KIX. DIGS cracls ae crerso terete seniors sroitie alenewaiaiaa) veerare Perea rac $ 378,924.69 
Kite ome GOVe? Nien trSeCUTITICS, aia fa afeh trace oie ac cle eiscelaput ward ic eae 16,337.78 
Accounts receivable— 
ECL VAG Ci Miler, oes a eT ese Miomeiatenerelehele Ca Orc ee Ne ne ee $438,404.33 
IMPErChaldise i cis. alcetancbstnsiesote aor olathe eerie Ree einen: 82,067.67 
MITSCE MAME OLS mae ces eis irtiaie troy cretarate eo alevo ete ects ce laren aas 12,236.53 
$532,708.53 
INGLESATECELVAD] Crates core ea avisienicis telefoliie ereitialevs tists © wile ale acoihite 8,293.30 
$541,001.83 
Less—Reserve for uncollectible notes and accounts...... 21,618.74 $ 519,383.09 
Veeniedunterest and) dividends. s sys clcldetspsisiee stele aielersisiga areietthdeesiar s.etinls elaveree 4,827.24 
Dueronnsubscriptionss toy preLerred Stocker... «at. sei 4c ot a's worse svete a oraicia 3,920.00 
Due from subsidiary and affiliated companies—current accounts.......... 5,489.44 
Construction and operating materials and supplies..........00..00s0ce0se0e 224,330.53 PS Sle 7 
$32,139,623.37 
LIABILITIES 
CAPITAL STOCK: 
Preferred Stock—No par value— 
First preferred stock—Authorized 100,000 shares— 
$6.00 first preferred stock— 
Outstanding—21,661 shares...... Se $2,152,262.00 
Subscribed but unissued—1,770 shares.......... 17,700.00 $ 2,169,962.00 
$6.50 first preferred stock— =a 
Bara ruincing=—— 9) OOF SHALES are yaya sista’ clove is\elese ore a v/esieitinip Pinels eyeSie.ole els 398,000.00 
$7.00 first preferred stock— 
Doma s ett CNG 5 27.1 | ShareSys reyes sreratenelonetors onic» eib/= 0, ce aucisie Sal eoayeee 1,527,100.00 
Second preferred stock—$7.00— 
Authorized and outstanding—12,478 shares..............220000000 1,247,800.00 
Common stock—No par value 
Authorized 500,000 shares 
Outstandmrer 412 O00) shares. occ. 2 ctcci aece ns Pesta weloeracu ce ened > nals 6,180,000.00 $11,522,862.00 
FunvDED Dest: 
First Mortgage Gold Bonds— 
BOD SEHIESA dite) LOD as ccsiakns eaccw reais ee aot tislow vate 6 $11,364,500.00 
Bi, Soy Series). die? 1959 Misioia.s has sits sraistoista eles arsisy secrete dew 2,300,000.00 $13,664,500.00 
Gold Debenture Bonds— 
DIew Series, due nl OOD Fas «avcterstersiete o cieseis > siovel oistsed ere eseyatscatere a $ 1,000,000.00 
Hces—-Lleldi immtreasury cclaas seis cislsmie.s sts ciewieniee aes 25,000.00 
$ 975,000.00 
NOs ASSOC oli Met Ben co gon BcodyecuanODCuOden 05 tates 1,500,000.00 2,475,000.00 
First Mortgage 6% Gold Bonds of merged company.................000055 116,000.00 
Woanicimalmpordspassumied sacs steers oie sits ote sis isle siejarere «tial hedebetetienn «=| sicieiimieiagr ats 69,500.00  16,325,000.00 
DEFERRED LIABILITIES—CONSUMERS’ SECURITY AND LINE EXTENSION DEPOSITS, ETC............++++ 87,436.94 
CurrENT LIABILITIES : 
INGtesh payable vendors ten > :as/awtelcis elvis «iaioinierabstatepelere alae a ois ei fiarecefalaywieqs cielaye wieiore $ 20,939.00 
‘Accounts payable... 0.0... sone scene eee cease terse sereseenccesernnes 31,819.28 
Municipal bonds assumed, due within one year.............++ cece eee eee ee 2,000.00 
DANCE INCOR Csi siicia, = aBierecays. a8 uad se este aici scakars Sat RAG me es Whatever pais wy seve Mrapere: Bia 125,935.14 
Accrued taxes—General ............-. faite aaste eallele'e ao J tne falsieging carcagamye ie 237,868.03 
Accrued taxes—Federal income (subject to review by U. S. Treasury 
IDS anit 11) sales om gHOIn GeO NP Hh Da AoboS OOo od SOUT age cUmphs cio, ARS tobe. 183,071.94 
Due to affiliated companies—current accounts.............seseeeeeesecacees 13,814.63 
DARGEEE, RENE Os woberdi oben guonesonrpedbo occ Ugmobeyeondear abo ocdosecs 159,617.72 775,065.74 
RESERVES : 
Reserve for retirements (See Summary of Capital Surplus Account)..... $ 1,768,426.87 
Reserve for injuries and damages............... wens nee eesncseeeneneetaend 97,521.93 
Reserve for contingencies (See Summary of Capital Surplus Account)..... 86,834.62 
HEFHET EES CEVICS Ce TAIN isco Cee el aotre'e Obiere aw atdattevdi a; ate/siole) eels) s ganete eeateversiatae sian 18,227.54 1,971,010.96 
SURPLUS: E tts a0 
£ date of anization....... RE ty Me bie yomesne tiers Hoaratine ,028,980.82 
an Suk i _ , a i oa SoS) Ren ahora nate auia aE oie sins obeetne Mecero carat bigare 429,266.91 1,458,247.73 


Nore: Bonds of a subsidiary company in the amount of $101,000.00, have been guaranteed 
as to principal and interest by lowa Public Service Company. 


$32,139,623.37 


«| 
ARTHUR ANDERSEN & CO. b 


ACCOUNTANTS AND AUDITORS 


Marcu 4, 1933. 


IowA Pusiic SERVICE CoMPANY, 


Sioux City, Iowa. 


Dear Sirs: 

We have examined the general office accounts which are maintained in Sioux 
City, Iowa, of the Iowa Public Service Company (a Delaware corporation) for the 
year ended September 30, 1932 and have. reviewed the official reports of the com- 
pany for the three months ended December 31, 1932. 

On the basis of the company’s provisions for property retirements (from 
income and capital surplus) in lieu of depreciation and the scope of our examina- 
tion indicated above, we are of the opinion that the accompanying Balance Sheet 
and Income and Earned Surplus Accounts present the financial position of the 
company (subsidiary companies not consolidated) at December 31, 1932 and the 


results of operations for the year ended that date. 
Very truly yours, 


ARTHUR ANDERSEN & CO. 


6765C 


